Google 



This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 

to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 

to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 

are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other maiginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 

publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing tliis resource, we liave taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 
We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain fivm automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attributionTht GoogXt "watermark" you see on each file is essential for in forming people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liabili^ can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 

at |http: //books .google .com/I 



f 



^ H en V?"- 104 -25 

CLEAN AIR ACT AMENDMENTS 



HEARING 

BEFORE THE 

SUBCOMMITTEE ON 
OVERSIGHT AND INVESTIGATIONS 

OF THE 

COMMITTEE ON COMMERCE 
HOUSE OF REPRESENTATIVES 

ONE HUNDRED FOIJRTH CONGRESS 
FtBST SESSION 



TITLE n— REFORMULATED OASOLINE PROGRAM 



JUNE 7, IMS 



Serial No. 104-25 



Printed fbr tha lue of the CommittM on Conunene 




WASIUNCION : UN 

^ il-'- U S Govcfiuncm Piiiiiifii. ( 
CungrtttionalSalc* Ollut', ^ 
ISeH 0-16-04761B-6 



d.yGooijIe 



^ 



,Google 



COMMTTTEE ON COMMERCE 
THOMAS J. BLILEY. Jr.. VlrgiiilB, Chainnan 



CARLOS J. MOORHEAD, CtlUbrnU, 

Viet Chairman 
JACK FIEIJ)S, Tuu 
taCHAEL O. OXLEY, Cfelo 
laCHAEL BIURAKIS, Fkolda 
DAN SCHAEFER, Colorada 
JOB BARTOK, Tern* 
J. DENNIS HASTBBT, nUnoU 
PBBD UPTON, lOcblgu 
QJFF STBABNS, Florida 
BILL FAXON, Naw Yak 
PAUL E. OILLHOR, Ohio 
SCOTT L. KLUO, mMUwIii 
OAinrA. FRANKS, Comwctieut 
JAMES C. GREENWOOD, P«uMmtla 
lUCHAEL D. CRAPO, Ididio 
CHRIffrOPHER COX, CaMmiU 
NATHAN DEAL, OMCfU 
RICHARD BURR, North CaroUna 
BRIAN P. BILBRAY, CaUfenU 
ED WHITFIELD, Kantudtj' 
OREO OAMSKB, lom 
DAN FRISA. Naw Yoik 
CHARLIE NORWOOD, Q«x^ 
mCK WHITB, Waildiigton 
TOU COBURN, Oklahoma 

Jahu E. DBBDSnAN, ChiifefBlaff 

Chailu L. iMUBStTBOH, OtMfvt Couiud 

Alan J. Rom, Iffnori^ Stair iNnctoraiuf Chi^Ciniufl 



JOHN D. DINGELL, HlehlBan 
HENRY A. WAXMAN, Callfbrnla 
EDWARD J. MARKEY, Mauachuwtl 
WJ. 'BILLY* TAUZIN, Louldana 
HON WYDEN, Oncon 
RALPH M. HALL. Teui 
JOHN BRYANT, T«xta 
RICK BOUCHER, ^^rglnU 
THOMAS J. MANTON, N«w YoA 
EDOLPHUS TOWNS, N«w YoA 
GERRY B. 8TUDD8, HMMdiuwtta 
FRANK PALLONE, Jb.. Nbw Janar 
SHIRROD BROWN, Ohio 
BLANCHE LAMBERT LD4C0UI, 
BABT GORDON, Tianiiwi 
EUZABETH FURSE, Oragao 
PETER DEUT9CH, Florida 
BOBBY L RUSH, miiioU 
ANNA G. ESHOO, CalUbnU 
RON KLIN^ PanugiTaiila 
BABT STUPAK, Ifichlgan 



SaKSOMMTITEB CM OVEBSIOHT AND iNVEffnOATIONS 

JOB BARTON, Tteaa, Chaimm 



CHRISTOPHER COK, CalUbniU 

ncn Chalrmaii 
GARY A. FRANKS, CuuMctkat 
JAHB8 C. OBBENWOOD, PwiwylraiiU 
MICHAEL D. CRAPO, Idaho 
RICHARO BURR. North CaraUM 
DAN FRISA, Naw Yoifc 
THOMAS J. BLILEY, JB., ^niftnia. 

(bOmdo) 



RON WYDEN, On«on 

HENRY A WAXMAN, CaliOmU 

EUZABETH FURSE. Ongon 

ANNA 0. ESHOO, C — " 

RONKLINK.F 

JOHN D. DINGELL, h 



,y Google 



CONTENTS 



Teatimony of: 

DiBona, CharlM J., Pnaident, American Pettvleum Inatitute 40 

Dinmn, Edwud J., Viea Praaidmt, ARCO Clwinica] CompuiT 35 

Ewing, Samuel T., Aahland Petrdeum Company, on Behau of National 
Petrdeum Befinen Asaodation ti 

^nchol8, Mary D., AaaiBtant Adminiatrator, Office of Air and Radiation, 
Environmental Protadion Agency 4 

R^ss, John A., DepuW Asautant Secretary fd* Policy, Planning and 
Program Evaluation, Department of Eoeny 10 

Smithers, W«me D., Senior Vice Preddnit, Supply and Mariceting, 

Valero Rafimng and Mariceting Co 26 

Material submitted for the record by: 

Sensenbrenner, Hon. F. Jamea, a Repreaentative In Congreaa from the 
State of Wsconsin, prepared statement of 61 

Sodety of Independent Gaaoline Maritetera of America, prepared state- 
ment of 66 



,y Google 



„ Google 



CLEAN AIR ACT AMENDMENTS 
Title n — ^Reformulated Gasoline Pn^am 



wednesday, june 7, 199s 

House op Representatives, 
committbe on commerce, 
subcommriteb on oversight and investigations, 

Washin^n. DC. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 
2322, Raybum House Omce Building, Hon. Joe Barton (diainnan) 
presiding. 

Members present: Representatives Barton, Crapo, Wyden and 
Waxman. 

Staff present: Robert Meyers, m^ority counsel; Stephen Sayle, 
m^ority counsel; Dick Frandsen, minority counsel. 

Mr. BARTON. The subcommittee will come to order. 

Before I introduce our first witness, I have an openin^statement, 
and I am sure that the ranking minority member, Mr. Wyden, has 
an opening statement. 

Tcxlay's hearing is a continuation of the subcommittee's examina- 
tion of actions by the EPA in implementing the Clean Air Act in 
a fair and effective manner. It is the sixth in a series of hearings. 
The primary focus of today's hearing is on the Reformulated Gaso- 
line Program under Title II the Clean Air Act Amendments of 
1990. 

So far, the subcommittee has examined Employee Commute Op- 
tions and Inspection and Maintenance programs contained in Title 
I of the Act. In addition, we have held a hearing on the EPA's im- 
plementation of Title V of the Act, which contains provisions re- 
specting operating permits. The Chair's intention is to complete a 
comprehensive review of all pertinent issues under the entire Act 
before this year's session is complete. 

The Clean Air Act establishes tvn> new fuel-related pnwrams, the 
cleEin alternative fuels program and the Reformulated Gasoline 
Program. The Reformulated Gasoline Program consists of a winter- 
time program tai^eted at certain carbon monoxide nonattainment 
areas and a yeftr round program that focuses on severe ozone non- 
attainment areas. Although these pro-ams are interrelated, to- 
day's hearing will concentrate on the Reformulated Gasoline Pro- 
gram as it applies to ozone nonattainment areas. 

Although the RFG program was only fully implemented in Janu- 
ary of this yefir, it seems apparent that many of the concerns 
raised regarding the program nave not materialized. This has to be 
good news for EPA and the gasoline consumer. For the most part, 
concemB over supply shortages have not been justified. 
(1) 
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On the other hand, I am very concerned that some issues, both 
new and old, have yet to be resolved by the EPA. 

Approximately 1 year ago, this subcommittee under the leader- 
ship of the gentleman from Michigan, Congressman Dingell, con- 
ducted an oversight hearing on the RFG program. At that hearing, 
I expressed to Mrs. Nichols my belief that the EPA's decision to 
create a set-aside for renewable oxygenates was not supportable. I 
am an engineer by training, but it did not take a legal scholar to 
determine that there was no justification for the renewable o^gen- 
ate set-aside. 

So I was not surprised that the United States Court of Appeals 
recently ruled that EPA lacked authority to promulgate this Re- 
newable Oxygenate Requirement. What did surprise me was EPA's 
pronouncement this past weekend that the rule is legally sound 
and defensible. Moreover, EPA announced it will exhaust every 
legal option in defending it. I am vei^ concerned about the course 
that EPA is following and I intend this morning to explore in some 
detail the reasoning behind this decision. 

While the Renewable Oxygenate Requirement is an important 
issue, it is not the subcommittee's only concern. It is my hope that 
today we can examine several implementation issues, including 
procedures by which States that have opted into the RFG program 
may then opt out. I only yesterday had the opportunity to review 
the recently proposed rule concerning opt out requirements. I will 
be interested in hearing the comments of today's panelists regard- 
ing that proposed rule. 

Finally, in addition to implementation problems facing the cur- 
rent RFG program, I am hopeful that this subcommittee can begin 
looking ahead to the future of the RFG program. The Clean Air Act 
requires that phase II of this pro-am be^pn in the year 2000. Be- 
cause phase n of the program will require further reductions in 
certain air emissions from RFG, it will require a significant new in- 
vestment by refineries. While phase II is 6 years away, decisions 
and investments needed to meet this requirement are being made 
as early as this year. I am hopeful that today's hearing can high- 
light potential problems that phase II of this program might gen- 
erate. 

With that, I would recognize the gentleman from Oregon for an 
opening statement, Mr. Wyden. 

Mr. WYDEN. Thank you, Mr. Chairman. 

I think that the session you have scheduled today is a useful one 
and the Minority looks forward to pursuing these important issues 
with you. The reformulated gas program is one of the most promis- 
ing strategies for achieving clean air for our citizens to come out 
of the 1990 Clean Air Act. 

Unlike some other programs that this subcommittee has looked 
at that appear to be subjecting our citizens to bureaucratic water 
torture, t^e reformulated gaa program seems to be mostly hassle 
free. By substituting cleaner burning reformulated gas for conven- 
tional gas in areas with serious smog problems, this program can 
achieve emission reductions equivalent to removing 8 miUion cars 
from the road. 

As an added benefit, RFG produces less toxic emissions than 
does conventional gas. These attributes can take our country a long 
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way down the road towards improved air quality and help ensure 
that residents of smog-plagued communities are going to breathe 
easier in the next century. 

Exposure to smog is especially hazardous to older people, chil- 
dren and individualB suffering from lung disease, but even youn^ 
healthy adults can experience lung damage if they spend long pen- 
odfl of time breathing smo^y air. Because RFG bums cleaner than 
does conventional gas, the net result is less smog and other pollut- 
ants that cause respiratory problems. 

The RFG program has only been operational since January, so it 
is perhaps too soon to issue a formal evaluation. But the initial re- 
ports indicate that RFG is already producing significant health and 
environmental benefits in a way that is both user friendly and cost- 
efiiective. As I mentioned, the program does seem to be relatively 
hasale-free. 

Motorists can fill up their cars at the same service stations that 
they traditionally have. They can drive their cars the way they 
usually do and yet they still will be reducing their car's pollution 
emissions by 16 percent or more. 

There have been allegations in a few areas of adverse health ef- 
fects asso ciated with use of reformulated gas containing the addi- 
tive MTBE. However, not one of the dozens of health effect studies 
conducted so far has found enwsure to RFG causes any more seri- 
ous or widespread health problems than does exposure to conven- 
tional gas. 

Certainly reports of health problems from RFG need to be fully 
investigated, and vapor recovery systems need to be employed to 
minimize exposure to fumes from RFG just as would be the case 
for conventional gas, but it would be a serious mistake in a my 
view to let the relatively small number of negative reports side- 
traclc a program that has the potential to provide significant health 
benefits to millions of Americans. That would be a misapplication 
of the princii)les of cost benefit analysis that many of my colleagues 
in the majority have asserted shotud be an essential precondition 
for environmental policy-making. 

Concerns that KFG would lead to supply disruptions or severe 

Slice spikes have also proved to be unfounded. RFG has not been 
1 short supply. 

In most areas, the price of RFG is about a nickel higher than is 
the price of conventional gas. For the average motorist, the added 
cost of RFG would be about $20 more per year than would be regu- 
lar ^. 

Given the great potential RFG has to achieve cleaner air and the 
relatively smooth implementation process to date, one must wonder 
why EPA wants to continue to tinker with a program that does not 
appear to be broken. EPA keeps wanting to turn this up-and-com- 
ing clean air program into something it really wasn't, a renewable 
fuels program. 

EPA's effort is contrary not only to Congress' clear intent that 
RFG be fuel neutral, but also to plain common sense. EPA's efforts 
to promote renewable fuels using RFG may well backfire and this 
vitally important clean air program could possibly be stalled in liti- 
gation if the agency persists in efforts to burden RFG with an etha- 
nol mandate. 
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I hope that the agency will consider how its ethanol approach 
could cause the RFG program to veer off course. I look forward to 
pursuing this and other issues with EPA and industry witnesses as 
they come forward. 

I look forward to working with you, Mr. Chairman, on this mat- 
ter. 

Mr. Barton. Thank you. Seeing no other members present, we 
will dispense with opening statements. I think each of you are 
aware that this subcommittee has the tradition of taking testimony 
under oath. 

Do either of you have a problem with that? 

Ms. NiCHOlB. No. 

Mr. Barton. You know that you have the right to have counsel 
advise ^ou during your testimony. 

Do either of you so wish that opportunity? 

Mr. RiGXJS. No. 

Ms. Nichols. No. 

[Witnesses sworn]. 

Mr. Wyden. Mr. Chairman, before we begin, I would ask unani- 
mous consent that the statement of the rEtnking minority member 
of the full committee, Mr. Dingell, could be inserted in the record 
at this time. 

Mr. BabTON. Without objection. 

[The prepared statement of Hon. John D. Dingell follows:] 



Tlumk 70U, Mr. Chaiiman. I commend you for continuuig thia Subcommittee's 
doK waw) ova* EPA's implementatioii of ue Clean Air Act In particular, todaya 
hearing ia a timelr and uaefiil follow-up to the Subcommittee'i June 1994 hearing 
on reformulated gaadine. 

It now appears that the January 1, 1996 implementation came and went without 
undue diaruption, and for that industry and EPA ore to be praised. TUs program, 
in cotriunction with other fuel impmremeDta, has been and will be a micceea, both 
in health benefita and in oost-efliBctiveneaa. But there are remaining glitchea, moat 
notably EPA's ill-fated efEbit to mandate ethanol use and the contanuinsOToblem 
conceniiiu Venezudan refiners. I understand tliat Oiese are not soUdy £PA's re- 
■ponsiUlinr, but th^ cannot be solved without a more flexible and practical ap- 
proach by EPA. 

I thank the witnesses for appearing here today and lotdt (brward to their tesli- 
numy. 

Mr. Baston. We will begin with the Assistant Administrator for 
Air and Radiation at the U.S. Environmental Protection Agen^ 
who is becoming a regular before this subcommittee, Hon. Mary 
Nichols. We will give you 6 minutes to summarize your written 
statement and then if you need a little more time, I am sure we 
can arrange that. 

TESTIMONY OF MART D. NICHOLS. ASSISTANT ADMINIS- 
TRATOR, OFFICE OF AIR AND RADIATION, ENVIRONMENTAL 
PROTECTION AGENCY 

Mb. Nichols. Thank you, Mr. Chairman and Mr. Wyden. 
I am pleased to be back here to talk about EPA's Reformulated 

Gasoline Program. 
I want to talk about the implementation of the urogram and to 

address some of the issues that have been raised ^out it. The 

Clean Air Act Amendments of 1990 require reformulated gasoline 
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in the nine worst Bmog pollution areas in the country b^lnning 
January 1 of this year. Under the law, other ozone nonattainment 
areas can opt into the Reformulated Gasoline Program by petition 
of their governor. '' 

Currently, the governors of most States in the Northeast, from 
Virginia to Maine, have opted into the reform prt^ram. In addition, 
governors of Kentucky and Texas have opted in for some but not 
all ozone nonattainment areas in their States. At this time, ap- 
proximately 30 percent of all United States gasoline consumption 
is cleaner burning reformulated gasoline. 

Near the start-up of the mtwram three States requested to opt 
out certain areas from the Beiormulated Gasoline Program. EPA 
received requests from Pennsylvania, Maine and New York. 

This was due to the fact that these areas have not experienced 
ozone ezceedenoes since the date of their opt-in in late 1991, and 
perhaps also because of changes in State administrations. The re- 
quests from these States came in before the reformulated gasoline 
was delivered to retail stations in these areas. Rather thui force 
the delivery of RFG where it was not wanted or needed, EPA re- 
sponded to each governor's request, stating EPA's intention to 
^*ant the opt-out. 

A stay of the Reformulated Gasoline Program requirements is in 
effect in these specified areas through July 1, 1995. Administrator 
Carol Browner signed, on June 2, a proposed rulemaking on the 
procedures governing future opt-outs. This includes an eztenuon 
up to the stay. The proposed rule also solicits public comment on 
EPA's authority to allow opt-in of attainment areas. 

We expect this rulemaking to provide a process that will assure 
that any fliture opt-outs occur in an orderly manner that foirly bal- 
ances the interests of the fuels industries and of the State involved. 

Reformulated gasoline is one of the most effective programs for 
reducii^ ground level ozone and toxic air pollutants in urban 
areas. Between 1996 and 1999 reformulated gasoline will result in 
a 15 percent reduction in volatile organic compounds which cause 
ozone and air toxics. Beginning in the year 2000, a 26 percent re- 
duction in these two classes of pollutants will be realized along 
with a 6 to 7 percent reduction in oxides of nitrogen. 

Reformulated gasoline is the last of several fuel requirements to 
be implemented under the Clean Air Act by EPA and industty. 
These programs have Introduced cleaner burning fuels and have re- 
sulted in lat^ emissions reductions, leading to improved air and 
health benefits in all of our non-attainment areas. 

Ozone damages lung tissue, reduces lung function and sensitizes 
the lungs to otner initants. Ozone not only affects people with im- 
paired respiratory ^^stems such as asthmatics, but healthy adults 
and children as weU. Motor vehicles including both gasoUne and 
diesel powered vehicles account for roughly 50 percent of the can- 
cer risk associated with exposure to toxics in ambient air. 

In general, implementation has gone smoothly. In the vast ma- 
jority of the States where reformulated gasoUne is required, few 
complaints have been heard. The dire predictions last summer of 
increases in the gasoline price of 20 to 26 cents percent per gallon 
never materialized. 
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Only a few areas experienced price increaaes hi^ier than the per 
gallon price increase of up to 5 cents predicted by EPA's economic 
analysis. Controversy has been not«l in a few areas, however, most 
notably AClwaukee Wisconsin. \ 

In February 1995, residents of Milwaukee began complaining 
about health problems, fuel economy losaeB and vehicle and enrane 
performance problems. EPA responded quickly and held a piulic 
hearing in MOwaukee on February 20 which was attended by hun- 
dreds of people. 

After thia hearing EPA immediately set up a field office in Mil- 
waukee and worked cooperatively with Wisconsin State officiale on 
several studies, including a fuel economy and a health study. An- 
other study was completed just last week by the State of Wisconsin 
su^^rted by EPA funding. 

Hiis report concludes that the study does not support the conclu- 
sion that ^^Ktsure to reformulated gasoline is associated with wide- 
spread or serious acute adverse health effects in Milwaukee. How- 
ever, gasoline vapors, whether from traditional or reformulated 
gasdine should be avoided. 

Despite the lack of immediate concern EPA is continuing to sup- 

E>rt research on ozy fuels, including an agreement with the Health 
ffects Institute, an independent research organization to review 
all existing health studies of MTBE and other oxygenates and to 
suggest areas for fiirther research. We are continuing to work with 
other government agencies, industiy, environmental groups and 
academia to review any existing data concerning the health effects 
of oxygenated fuels as well as determining what additional testing 
or research is necessary. 

A brochure published by the American Automobile Manufacture 
ers Association, the association that represents the three major 
U.S. auto companies, said the foUowing about reformulated gaso- 
line: AAMA member companies have performed extensive h£ora- 
tozy, durability and vehicle evaluation tests of gasolines incorporat- 
ing the changes found in reformulated gasoline. These tests in- 
cluded operatum in hot and cold weather and from sea level to high 
altitude location. 

No problems are anticipated even In older vehicles with the use 
of properly reformulated gasoline provided gasoline is used whi^ 
meets the original vehicle octane requirements. Also fuel economy 
is not significantly impacted by the use of reformulated gasoline. 

Questions have also been raised about the performance and du- 
rabilify of nonautomotive engines. We had not expected nor have 
we or the industry been able to document any significant problems 
with the use of rdbrmulated gasoline in nonautomotive engines 
such as lawnmowers or chain saws in spite of the complaints at- 
tributed to reformulated gasoline used in some areas. We are woric- 
ing with most of the small engine manufacturers and their trade 
associations, and they agree that rdbrmulated gasoline is not caus- 
ing problems. 

In conclusion, I would like to reiterate that reformulated gasoline 
is an important Clean Air Act program with significant environ- 
mental and health benefits and that the implementation has pro- 
gressed quite smoothly. Although a few areas have experienced inl- 
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tial concerns about this new gasoline, those have been addressed 
quickly and promptly and complaints have laigel^ dissipated. 

We continue to work with State and local omcials to address any 
remaining concerns. 

Thank you. 

[The prepared statement Mary D, Nichols follows:] 



Thank you, Mr. Chairman and membera of the Subcomrolttee, for the opportuni^ 
to appear here iiu3 moming. 

I am pleased to talk about EPA's reformulated gascJine (RFC) program. I would 
like to mscuBS the implementation of the program and addresa Bewral of the iasuea 
that have been raised about it 

The Clean Air Act Amendmenta of 1990 require reformulated Easoline in the nine 
worst smog pollution areas in the counby beginning Januai; 1, 199B. Under the 
i__. .1 . .._.■ . ___ __. .._.u Qj^ refbnnulated gaaoUne pro- 



gram I^ petition of the Governor. Currently, the Governors < 
Northeast, from Vireinia through Maine, have opted into the n 
dition, Govenwra of Kentud^ and Texas have opted in for eoi 



law, other ozone nonattainment areas can opt into tbt reformulated gaaoUne pro- 
1 1^ petition of the Governor. Currently, the Governors ot moat states in the 

'" '>rro prt^ram. In ad- 

. s, but not all, ozone 

nonattainment areas in their States. At this time, approximately 30 percent of over- 
all U.S. easoline consumption is deaner-buming reformulated gas. 

Near the start-iq) of the program, three statea requested to oi)t-out certain areas 
from the RFC program. EPA received requests from Penns^vania, Maine and New 
YoriL This was due to the foct that these areas had not experienced ozone 
eKeedences since the date of their (mt-in late 1991, and peiliaps by the changes in 
state administrations. 'Die requests mm the states came in bobre RFC was ddiv- 
ered to retail stations in these areas. Rather than force the ddivet; of RFG, where 
it was not wanted or needed, EPA responded to each sovemor's request, stating 
EPA's intention to grant the opt-out. A stay of the RFG program requirements is 
n effect in these ntacified areas throu^ July 1, 1996. Admimstrator Carol Browner 
'led, on June 2, a proposed rulemaking on the procedures for fiituze opt-outs, 
s includes an extenaion to the stay. The proposed rule also solicits pubUc com- 
ment on EPA's authority to allow opt-In of attainment areas. We expect this rule- 
making to provide a process that will assure that aiur ftiture opt-outs occur in an 
orderly manner that lairly balances the interests of uie fuels indusby and of the 
state involved. 

Reformulated EasoUne is one of the most affective programs for reducing ground- 
level ozone and toxic air pollutants in urban areas. Between 1995 and 1^9, refor- 
mulated gasoline wilt result in a 15 percent reduction In volatile organic compounds. 
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which causa ozone, and air toxics. Bsi^niung in tlw year 2000, a 25 percent reduc- 
tion in these t«ro classes of p^utonts will be realized, along with a fr-7 percent re- 
duction in oxides of nibo^n or NO,, another contributor to ozone. 

Reformulated gasoline is the last of sevo^ ftids requirements to be implemented 
under the Clean Air Act by EPA and indusby. ^iwe programs have mtrodueed 
cleaner-bumiog Aiels and have resulted in large emii^on reductions, leading to im- 
proved air In all of our nonattainment areas. For example, Phase II Beid Vapor 
Fraasure (RVP) contrd reduced the evamnvtion rate of gasdine hi summer months 
and resulted in 1.3 miUion tons redudion of smog precursors per year. More than 
half theae reductions were In nonattainment areas. Later In 1992, the oxygenated 
Aiels program was Implemented during the winter carbon moncoida <C0) season in 
36 areas, resulting in about l.S miUian tons reduction in CO. An 80 percent reduc- 
tion in the ntunber of CO exceedences occurred in the first year in ttuMe dties. Li 
the FaU of 1993, EPA implemented the low suUbr diesd ^ogram that was aimed 
at reducing levels ti partieulate exhaust emiasions from tracks and buses. This rs- 
stilted in immediate reductions In hannfiil particulates from all diead vehides on 
the road. 

Ozone damages lung tissue, reduces lung flindion, and sansitizea the lungs to 
other imtants. Ozone not only afleets pec^le with impaired reapiratoiy lyatams, 
sudi as asthmatics, but healthy adults uid children, as w^. Ei^osure to ozone for 
asveral hours at relatively low concentrationa has been found to reduce lung tone- 
tion in normal, healthy people during exerdsa. Tiua decrease In lung flmction gen- 
erally la accompanied by symptoms induding diest pain, coug^ilng, sneezing and 
pulnuMuiy congestion. 

Motor vehides, induding both gasoline and dieod powered, account for rou^^ 
60 percent of the conco- risk assodated with exposure to toxics in ambient air. Re- 



,y Google 



flEponm to theM hmianknui compounds. A number of advene non-canoer health ef- 
Iwta, ruA U m, now, md throat Imtstion, have abo been anodated vith tatpo- 
sura to devate«i levela OTtbeee air toxics. 

We know that impleinentation at the RFG program wu by &r the moat aignifi* 
cant change in maiv jeare to the w^jr the motor vehide fuiBla induitir opuvtea. 
EPA haa worked dosuy with fiiel providera and a broad specbiim of other inter- 
ested groura aince January, 1991 when the aucceaaful regulaWy n^fotiatioaa began 
which resulted in an hiatraic conaenaua agreement in August id91. Thia cansmsus 
agreonent was signed by a wide raoge of Interests Induding the oil industry, the 
oiTgenate industiy, vehide manuiaetuma, state gmremmenta, environmentalista, 
consumer groups, the Deparbnent of Eneisy and EPA Since iaauanee of the nilaa 
for refbrmulated aasoUne, EPA haa woriEedclosely with the Department of Energy 
oa supply '^ Piue iasuea, and with the states, nie fiiela industry's partidpstion 
has been critical to smooth implementation of RFG in Uie majority at areaa uid for 
resoling program implementation Issues such as those in adwaukee, Wsconnn 
(vrtiidi ni discuss in a moment). 

In geoNal, implementation has gone smoothly. In the vast majori^ of the states 
where reformulated gasoline is required, few complaints have been heard. The dire 
predictions last summer of increases in the gasoline prices by 20-26 cents per gallon 
never materialized. Only a fow areas eqMoienced price increases higiier thut the 
pergaDonprioeinicreaseof up to 5 cents predicted by EPA'a economic analysis. 

Co ntr o v e r s y has beea noted in a few areas, most notably Milwaukee, Wisconsin. 
In Fd>ruary 1996, realdente of Milwaukee began complauilng about health prob- 
lems, tati econon^ losses and vehicle and enmne paifiHuiance problema. EPA re- 
aponded oulckly and hdd a public hearing in lliulw«ikee on Pdaruary 20 whidi was 
attended by hundreds <tf people. After this *'»"""g, EPA immediate^ sst up a fidd 
office in M&wai^ee and worked cooperativdy with Weconsin state ^Sdals oa sev* 
end studies indud^ a fliel economy and health stud^. I will describe the results 
of these studies a litue Ister. The public eantraveTsy in MQwaukee has abated and 
we ore continuing to work with the State and others on issues associated with refor- 
mulated gasoline. 

Following Milwaukee, similar but less widespread concerns arose in Maine. Those 
concerns involve primarily fuel economy and v«hid^engine performance, with some 
complaints about health. The Maine Department <^ Environmental Protaetion set ud 
two task forces to deal with these issues and haa issued reports v 



Now I would like to turn to the questions that have been raised about the use 
of reformulated gasoline. Most of these concerns have been related to the use of 
ooQrgenatea as aoditivea, based on the statutory requirement that RFG contain at 
least two pncent oxygen tnr wei^t. There are two primary oxygenat es us ed by re- 
finers and blenders In RFG, ethanol and MTBE. To a leasn extent, ETBE is abo 
used. The primanr issues sre health, vehide performance and ftul economy. 

Let me now aolress what we know about the health efiects of MTBE. Althou^ 
MTBE was first used in 1979, prindp^y as an octane enbanceor and as a replue- 
ment for lead, Ita first widespread use in the oxygenated gasoline program was In 
Denver hi 1988. In 1987, because of this antidpated wider use of Ml^E, EPA re- 
quired Industry to conduct long-term animal studies to emduate any potential chron- 
ic health effects of MTBE. Normally, studies of short term or tronntory health ef- 
ftets an not conducted because of the difficulties of replicating acute symptoms, like 
headochee, in animals. Results firon these studiea have indicated there is no reason 
to expect that the use of MTBE-oxygensted gasoline will poee a greater public 
health risk than toaditional gasoline. 

Concurrent with the start of the fitderal oxyaenated gasoline program In 1992, 
acute health complaints sudi as headaches, cougns end nausea surfaced, prindpally 
in Alaska, but also in Montana and New Jersey. Similar complaints of such inten- 
sity did not arise in any of the seven, pre- 1992 o^genatad gpjinliini pro^wns: Den- 
ver. Phoenix, Tucson, Las Vegas, Reno, Albuqunque, and El Paso. &A reacted 
quickly to theee complaints and, with the eoMeration of Alaska, the Centen for Dis- 
ease Control and the fuels industiy, conducted a t2 million test program. Studiea 
induded two human clinical studies and two epidemiolo^cal studies whidi shonred 
nime of the effocts reported in Alsska. A recent clinical study in Sweden in «4iidi 
humans wen expoeea to much higher levels tf MTBE than U.S. studiaa also showed 
no tfects. The Swedish study erposed sul^jects to 180 milligrams per euUc meter, 
almost five times the "high ^Ical' e^iaeun of 36 milllgrama per cuUc meter. Aa 
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matioti u contamed in a raceatljr publluied BPA report, "Ttoalth Ruk Perq>«ctiv«a 
on Fuel OzTgenatee.' 
Another >tu4r wa* cnupleted Just lait week ^ the State of Wiiconein, aupported 



(2) The ■tudj' demonstoatsd that while individuAle in the Milwaukee area reported 
an increaaed prevalence of iTmptcmu, no iuch increase was leen in Chicago, a near- 
by dbralao tuing RFO from the same pipeline. 

(3) The tibaiy found Uiat people in Itulwaukee were more likely to rep<Kt symp- 
toms if they had a ccdd or flu, smdud cigarettes, or were aware (tf RFO. 

(4) Because of the Umitatuns of the study, it does not rule out subtle efCBCts or 
the possibility that some individuals may have a greater senaitlvily to RFG mix- 

Another Task Force established by the Governor of Maine to assess the health ef- 
fects of RFG recently came to several relevant conclusions. The Task Force identi- 
fied a sufficient quanti^ of hi^ quality research Information to recommend against 
banning MTBE RFG because Doth regular gasoline and oione represent signfllcant 
public health hazarda an d en vironmental rak to Maine residents.' It fiirtnar con* 
eluded that the use of MTBE RFG in Maine, in combination with Stage n va^r 
recovery met^ianisms at aervice staliim;, could be expected to achieve some positive 
health Impacts." It also said that "MTBE RFG appears to represent a reaaonable 
alternative to regular gasoline with a modest potential Ibr long term positive health 
impacts." 

Despite the lack of immediate concern, we ere continuing to support research on 
oxyfUels including an agreement with the Health ESecta uutitute (HEI), an inde- 

-—•■—* — ~"-ch ormELoation, to review all existi — i.__ii.i, -»..j; r xitui? — a 

IS ibrnuther research. Their peer n 

.^ „ , it tar ooqrgenated and reformulated s 

derway. Meetings of an expert panel will begin In ji 
wilt be finaliied in the Cdl. 

Additionally, EPA has requested that the White House OtBce of Science and Tech- 
ndogy Policy (OSTP) lead a coordinated faderal review of the health and perfram- 
ance issues associated with the use of oxygenated and reformulat«d gasolines. This 
interagency group would review the range of scientific and technical iasues associ- 
ated with the KFG and ratygenated gasoHne programs, including health effects (and 
the HEI woA), fuel economy, engine performance, and potential groundwater con- 
tamination. Tiiis analvsis would be peer-reviewed by an independent committee 
under the auspices of uie National Research Council (NRO. 

We are continuing to work with other government agencies, industry, environ- 
mental groups and academia to review an^ existing data concerning the health ef- 
fects of o^genated fiiela aa well as datanmning what additional testing or researdi 
is necessary. 

As part d this continuing process, EPA will work closely with all constituent 
groups to be aura that the necessary Information is being included in this review. 
This effort is ^t^ffnaA to make fiill use of the extensive expertise In other state and 
federal agencies. 

With regard to vehicle performance and drivability, it would be best to let tlie 
suto companies speak for themselves. A brochure published by the American Auto- 
mobUe Manufacturers Association (AAMA), the Association representmg the three 
major U.S. auto companies, aaid the fbllowing about refbrmulated gasoline; 

AAMA member companies have performed extensive laboratoi]', durabili^ 
and vehicle validaticai tests of gasolines incmporating the changes found in 
reformulated gaaoline. These tests included operation in hot and cold 
weather, and from sea level to hidi altitude locations. No problems are an- 
ticipated, even in (dder vehicles, inth the use of property reformulated gaso- 
line, provided gasoline is used which meets the original vehide octane re- 



Fud economy is also not significanUy impacted by the use of reformulated gaso- 
line. Baaed on thouaands of vehicle tests in laboratories, the auto industry, the oU 
lndusti7 and EPA estimate the use of RFG causes a fliel economy loss ot only 2- 
3 percent Of course, many faeton affect oo-road fhiel economy, such as, climate, f\iel 
quali^, driving haMts, road sutfkce, and vehide maintenance. To address concerns 
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that taborat^M do not mirror the real world, EPA, in cotjiunctum with the State 
of WUconaln, parkatmed en in-use fbel economy stu^ in Milwaukee. Ei^t vehicles 
of various tectmologieB, ages and mileage, several with over 100,000 imlea of uae, 
were driven on a lOO mile course in the city and the auburbs and fueled with both 
reformulated and conventional fliels. Theae teats ihowed only a 2.8 percent decrease 
in fliel economy with the use of reformulated gasoline as compared to conventional 
gas. 

Iliere have also been questions about the performance and durability of non-auto- 
motive engines. We had not expected, nor have we or the industey been able to doc- 
ument any significant problems with the use of reformulated gaaoline in non-auto- 
motive engiiMS Gawn mowen, chain saw«, etc.) In spite of the complaints attributed 
to RFG use in some areas. We have been workins with most of the small engine 
manufacturers and trade associations and moat of tnem anee that RFG is not caus- 
ing problems. Wth regard to durabili^, there are no (idled engines, test data, or 
engmeering assessments to indicate that o^rgenates or RFQ pose increased risk to 
two-qrde or non-automotive engines. The PntaUe Power Equipment Manufitcturers 
Association (^PEMA), the representative fbr most two-stroke engine manufacturers, 
has found no significant problems. A Task Force set up in the State of Maine to 
review and evaluate the engine performance issues of refbrmulated gasoline recently 
concluded that most engines will not have at^ performance problems related to the 
tise of RFQ. Oldar engines, however, particularly those built before 1979, should be 
serviced fbr potential deterioration of elastomer and plastic psrts (hoses, seals, gas- 
kets, etc.). In general, they concluded that proper maintenance and periodic sovie- 
ing will keep anyproblems to a minimum, l should mentimi that some manu&ctur> 
era <£ small or m-mad engines sudi as snowmobile manufacturers recommend en- 
riching the fiid-air mixture when using oxygenate-containing gasolines, like refbr- 
mulated gasoline. Just as their recommend enriching the mixture to compensate for 
lower temperatures when using conventional fuels. 

In conclusion, I would lUce to reiterate that RPG is an impwtant clean air pro- 
gram with significant environmental and health benefits and implementation nas 
progressed rdativ^ smoothly. AlthouKh a Gew areas have experienced initial con- 
cerns about the "^ew" msoline, those have been quickly addressed and complaints 
have largely dissipated. We continue to work with state and local oEBcials to address 
any remsining concerns. 

This completes my testimony, I will be glad to answer any questions that you may 

Mr. Barton. Thank you. That took about 8 minuteB bo as not to 
shortchange the Department of Enei^, I will set the clock on 8 
minutes for you. 

We have John Rigge, Deputy Assistant Secretary for Policy, Plan- 
ning and Program Evaluation at DOE. 

As an aside, when I was a White House fellow at DOE in the 
early 1980'8, that is where I was assigned although then it was 
called PAA, Policy, Planning and Analysis. 

TESTIMONY OF JOHN A. RIGGS, DEPUIT ASSISTANT SEC- 
RETARY FOR POLICY, PLANNING AND PROGRAM EVALUA- 
TION, DEPARTMENT OP ENERGY 

Mr. RiGGS. Thank you, Mr. Chairman. I don't think I will need 
the full 8 minutes. I would like to summarize my statement, if I 
may. 

I would like to reiterate what Ms. Nichols and Mr. Wyden said. 
This is a very effective way to reduce smog and toxic emlBsions, but 
it is a m^or change in the gasoline distribution system in our 
country and posed a miyor challenge both to EPA and especially to 
the motor fuels industry. 

As you know, before last JanuEiry 1, there were feara that there 
would be m^'or price spikes. We heard estimates of 26 cents a ^- 
lon and even higher in some instances. Through some close co- 
operation in govemment-industry task forces, interagency coopera- 
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tion, and work with congressional committees, I think we were able 
to develop response strategies, and that cooperation paid off. 

There have oeen few problems with supply and price. There has 
been a wholesale price differential of about 6 to 7 cents early on 
which was close to our estimate of the probable cost difference be- 
tween reformulated and conventional gasoline. During the course of 
the year, that fell to 1 to 2 cents a gallon. Now it is up again. But 
it is within the range that we predicted last fall and that we hoped 
that we could achieve barring any m^jor events that would impact 
the system. 

One problem is worth noting, and it was referred to in the chair- 
man's statement. The opt-outs that occurred late last year did 
cause some uncertainty for suppliers about the demand that they 
were trying to meet and that they had made investments to meet. 

The industry operates at the margin and a small change in de- 
mand or supply can make a fairly big difference in price. We think 
that the impact of that uncertainty led to lower stocks of reformu- 
lated gasoline throughout the winter season and continuing to the 
present, and that nas made the market more susceptible to 
changes. 

Sol guess I would repeat what I said to the Energy and Power 
Subcommittee last fall; things lire going well, but there is still a 
potential for m^'or price changes for short periods of time if there 
are external events that impact the system. We will continue to 
monitor the market, we will continue to work with industry and 
with EPA to see if we can anticipate and head off these changes, 
but one of the prices we pay for the benefit of lower stocks, wmch 
means lower prices, is greater uncertainty, which can at times 
taeaji higher prices. 

So we have made a bargain where consumers are accepting a 
short term price break for potential additional volatility in the mar- 
ket. I think it was something anticipated and we understand and 
accept it. But if the time comes that we see price spikes, we should 
not react precipitously. 

Mr. Chairman, if my written statement can be inserted in the 
record, I would be happy to stop and answer questions. 

[The prepared statement of John A. Riggs follows:] 



I am pleased to be here today to diacusa the progress of the refonnulated gasoline 
pitmram and the price and supply of refonnulated and conventional gasoline. Sefor- 
mulatod gasoline la an important and effective way to reduce uifcan smog and toxic 
emisaiona. It representa a new approach the Clean Air Act to control emissions fivm 
both vehicles and fuels. Its implementation haa been a muor challenge to both the 
motor flieb industry and the government. All facets of the industi^ were involved— 
refinera, pipelines, terminals, importers, retailers, as well as environmental inter- 
ests and leaeral and state regulators. 

Prior to the protram start date on January 1, 1995, mai^ analysta believed that 
implementation difficulties would cause reformiuated gascdine to be in short supply 
at prices mora than 26 centa per gallon hiriier than conventional gasoline. I nad 
the opportunit? to discuss these concerns boore the Energy and Pown Subcommit- 
tee last fidl. A» a result of does cooperation between conc«ned Congressional com- 
mittees and the Adminletration, govemment-industi; task forces were established 
to anticqiate potential problems, fine-tune enfbroement requirements and develop 
response stratM;lee should problems occur. 

I am pleosea to say that this coo^ovtion paid otL From a supply and loolBtiea 
standpoint the pn^ram proceeded with Eew problems. Price increases for retormu- 
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waponee to other maiket futMS. The cunent average retul price diffimnce be- 
tween rifimnulated and ctmventional g™«"T ia aboot 6 centa per gallon. 

As we enter the aununer refbnnulated gaaolifw prognun, ani^Uea of refiHmnlated 
gf^*" from domestic rafinen, augmented by impoite on the east coast, appear to 
be more than adequate to meet demand, ^le motcv fuels indusby ■nH tJie finrirm- 
mental Protection Amx? deserve credit for a sucoeasfiil program and avoiding sig- 
nificant potentjal prHilems that were anticipated last jear. 

Of coune, there have been problems and concerns about the program. Two majtr 
areas of concern are the response of scnne eonsumos to rafimnulated g"""''"* latA 
state opt-outs. Consumers in Milwaukee had si^ficant concerns about the possible 
health efleets of meth^ tertiary butyl ether (ftTTBE), lower mileage with refimnu- 
lated gas«Jine and its hi^tM- cost I mwld defer to the EPA on any specific questions 
con ce n ii ng these problems and the approaches takoi to alleriate them. 

OptHMits by states <m behalf rf counties that had previously opted-in to the r«fiu^ 
mulated gasdine program, and speculation about future opt^iaU, have bad a direct 
impact on gasoline moilceta. Refiners have built productKMi capadtjr and refotmu- 
Uted gosolme inventoriee to meet the demand of areas required to have refbnnu- 
lated gaeoHne by the Clean Air Act and areas that have tqMed-in to the ptogrtun. 
When these volvintary program partjcipanta opt-out, reformulated gasoline dooand 
Is reduced, resulting m higher than antidpated inventorkt <f reformulated gasoline 
and aq/gaMt». Otoer things being equal, this has the ^ect of lowering refinmu- 
lated gasoline and ocygenate prices, at least until the market can a£uBt inventories 
and eq>ectatione. Howevor, in the longer run, opt>outs create market uncertainty 
and cause the motor (ad industry to hedge its positiorL Because of the rignificant 
cost required to produce refbrmulated gasMine, refinera respond to this uncertainty 
by building smaller inventories than normal. For example, current reformulated 
gasoline inventories are about 20% lower than normal. 

These lower inventories have not created supply problems, but, along with a num- 
ber of other fiutors, have contributed to higher gasoline prices. Sharply rising de- 
mand, hij^er crude oil prices, limited excess r^ning capad^, and generally low 
gaadina stocks are the major factors that have all cootnbuted to hi^ier gasidine 
prieee. The average spot maiket price for gastdine increased by X> cents over the 
last 2 months while retail prices have risen 13 cents over the seine period. However, 
reformulated gasoline availability has not been a particular problem as evideitced 
by the small wholesale price d^erential betiveen reformulated and conventional 
gasoline. 



\nth growing summer gasoline demand antidpated, gasoline prices may still in- 
Erease. However, the current high prices may stimulate enough additional supply 
to bring fliture prices down even with Increased summer demand. Refbrmulated gee- 



oUne prices can fluctuate more widely because oC oxygenate costs, which may o 
tlnue to be volatile. 

The Department of Energy will continue its close cooperation with the Environ- 
mental Protection Agopxy in terms of program implementation and identification of 
any logistical difficulties that may result from enforcement requirements. We will 
doMy examine the recently proposed procedures for state optout and provide com- 
ments to the Enviitmmental Protection Agency, I would be happy to answer any 
questions that you may have. 

Mr. Barton. That is amazing. That is about 3 minutes. 

Mr. RiGGS. It is EPA's program. 

Mr. Barton. The Chmr is now going to recognize himself for 
some questions. 

Each of you indicated that the concerns over price increases that 
we were worried about last fall have not materialized. Is there any 
data on how much prices have increased in the markets that have 
gone to the RFG? 

Ms. Nichols. Mr. Chairman, we have used the figure, which I 
believe is not original with us, of 6 cents due to the Reformulated 
Gasoline Program. 
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There was a 1 cent increase attributable to switching from the 
winter to the summer program in the areas that dont use reformu- 
lated gasoline in the wintertime, don't use the higher oxygenated 
fuel. We are not the source of that data. We rely on daUi that is 
gathered by other agencies. 

Perhaps Mr. Ri^ would comment further on that. It is our un- 
derstanoing that there has been an increase, I have seen it myself 
as a consumer in the market, due to a number of factors including 
more travel, improved economy, et cetera. 

Mr. Barton. Do either of you have a number? Four cents a gal- 
lon? Five cents a gallon? 

Ms. Nichols. Five cents is the number that we have been using, 
3 to 6 cents. 

Mr. RiGGS. I think it is difHcult to single out a particular factor 
and say that 6 cents is due to the extra cost of reformulated, but 
that is probably a close approximation and part of the reason for 
the larger price increase we have seen this spring. 

Mr. Barton. We have some anecdotal evidence apparently of the 
price increase in that range and certmnly no consumer groups are 
saying that it is 20 or 30 cents a gallon. What about the measure- 
ment of air quality? In the nine nonattainment areas where RFG 
is required and in those areas that have opted in and stayed in, 
do we have measurements that it is doing what we wanted it to 
do? That is, reduce the VOC's in the air? 

Ms. Nichols. We have monitoring data which we collect in all 
the areas that are using reformulated gasoline and in areas that 
have been using it for some time. We can correlate improvements 
in the winter program as a result of reductions in carbon monoxide 
directly attributable to the program. So we have areas that are now 
attaining ihe carbon monoxide standard in tiie winter because of 
carbon monoxide. In the case of the summer )}rogram, the program 
began in January and its primary benefits wiU oe felt in ozone in 
the warm weather months. So we will be tracking that and we 
will 

Mr. Barton. I guess — the Congress would like to know that a 

firwram that we intended to reduce VOC's is actually doing that. 
B EPA or DOE or any other agency going to try to gather data to 
{trove or disprove that it is worldng, because we have invested bil- 
ions of dollars and motorists are paying some percentage in higher 
S rices. We would like to pat you on the back and say it is working, 
ut we want to make sure that we can prove that it is working. 
Ms. Nichols. Absolutely. As you know, there is an indirect cor- 
relation between emissions of VOC's and actual measure of ozone 
in the air. There is a correlation and we will be measuring both of 
those. 
Mr. Barton. This is a more difficult question. 
There are certain areas that had the opportunity to opt-in volun- 
tarily. The Dallas-Fort Worth area where I live is one of those 
areas, although I don't live in one of the nonattainment counties. 
Some of the States have certain areas that have opted in. In 
Pennsylvania, I believe, the State and these areas have now de- 
cided to opt out. The proposed rule on opt-out is designed to ad- 
dress this situation. I tnink if you voluntarily opt in you can volun- 
tarily opt out, but I am not so sure that you should be able to opt 
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oat in 30 dajn if a biUicra dollar investmoit has been maide to pro- 
Tide pi«ftii»n* that is no longer economic since areas frtiich pre- 
vious^ indicated tfa^ would use RFG are not going to have to pnr- 
cfaaseit. 

How do you handle that problem? Where areas opt in, indnstiy 
gears up for 4 or 6 years to provide the refonnulated gasoline or 
oCbra* alternative fiiel and then they decide to opt out. Do you say 
30 days later, yon are out of here? 

Ms. Nichols. Mr. Chairman, the proposed role on opt out actu- 
ally divides areas into three different cat^ories. Only areas where 
the reformulated gasoline is not needed for attainment of air qual- 
ity standards and was not relied on by the State as part of its at- 
tainment plan have the 30 day period. 

If a State has actually relied on the Refonnulated Gasoline Pro- 
gram to demJonstrate attainment and that has been approved into 
their plan, then they have to go through a process of revising the 
plan, coming up witii alternative measures and getting those ^>- 
proved, which is a process that takes a minimum of 6 months to 
complete. Similarly, if the State has submitted a plan, but has not 
yet been approved, we have determined that probably 120 days is 
a reasonable period of time for them to come up with a rrolacement 
without having to go through the same amount of admmlstrative 
process which wouldn't be needed. 

This is a delicate balance between the interest of the fuels indus- 
try, which makes heavy investments in order to supply the right 
Idnd of fuels, and the interests of States and local governments 
where we have tried to encourage the maximum amount of flexibil- 
1^ and local choice about how to pick and choose the measures 
raat they are going to use to comply with air quali^ standards. 

We are ttying to strike a balance here that on the one hand ^- 
nals our strong support for the program. We would like to see 
areas opting into this program if they think it is useful to them be- 
cause we tmnk that the reformulated gasoline is a veiy good prod- 
uct and a cost-effective way to keep the air clean. 

On the other hand, we don't want them to do it so lightly if there 
is a spike in the market they opt out. 

Mr. Barton. Let me interrupt that elaborate answer. 

If an area opted in voluntarily and industry said we are not 
going to do the infrastructure investment to provide the gasoline, 
would there be the penalty to the refineries? If somebody volun- 
tarily opted in and industry said it is too uncertain, we are not 
going to spend the $300 milUon or half-a-billion dollars or whatever 
it is to gear up because they could opt out next year or they could 
opt out before we even get a chance to sell what we have invested, 
would there be any penalties? 

Ms. Nichols. First I guess you would have to say, would the 
market provide. We have found that despite a lot of talk about this, 
that companies decided that it was worth the risk of making the 
investment to get into this market because it is 30 percent of the 
gasoline that is sold in the United States even without opt-ins. The 
opt-in areas are a tiny fraction. It was 33 percent of the areas with 
opt-ina. It would be 30 percent with voluntary 

Mr. Barton. Are there no penalties then? 
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Mb. Nichols. Yes, there are penalties for refineries that don't 
supply gasoline that complies with the requirements. Once the pro- 
gram is in place and has oeen approved, any company that supplies 
gasoline that doesnt meet the specifications is subi^ to fines and 
penalties from the EPA. I believe that it is unlikely that no refin- 
ery would choose to supply an area if the Eu^a had opted into the 
program. 

Mr. Babton. I gave myself 8 minutes and my time has expired. 
We will have a clumce to have a second round with this group and 
I have some additional questions. 

At this time I would yield to Mr. Wyden for 8 minutes also. 

Mr. Wyden. Thank you, Mr. Chamnan. Our friend, Mr. Wax- 
man, is trying to be the bionic man today and be everywhere. I 
would like to yield him my time. 

Mr. Waxman. Tliank you very much, Mr. Wyden, and Mr. Chair- 
man, for allowing me to go ahead with my comments. We have an- 
other subcommittee meeting where I am the ranking member and 
I did want to be present for that hearing, as well. 

I want to commend you for holding tnis hearing today. Unfortu- 
nately, there is this other hearing at the same time. But this is an 
opportunity for me to come and congratulate everybody involved, 
particularly the oil industiy. 

When we passed the Clean Air Act amendments of 1990 we 
placed a number of new burdens on the oil industry. We required 
them to reduce the volatility of fiiel, to oxygenate the fuel, to re- 
duce carbon monoxide emissions and to reformulate the gasoline. 
These were not easy challenges to meet, but the industry nas suc- 
ceeded in meeting them. 

This is a terrific achievement. It is dramatically improving the 
quality of our air. As someone who has often been on tne op^site 
side from the oil industry, I am glad to have this opportunity to 
commend them in public for their accomplishments. 

Second, I want to underscore the success of the fuel provisions 
of the 1990 Act. We have made enormous progress in cleaning up 
the air in the last 6 years. 

In 1990, we had 100 ozone nonattainment areas. Today we have 
less than 60. 

Likewise we have drastically reduced the number of carbon mon- 
oxide nonattainment areas. The single most important cause of 
these improvements has been the changes in fuels required by 1990 
act and implemented by the oil industry. 

These days we constantly hear about government programs that 
don't work, but the Clean Air Act is working. Its fuel provisions are 
a perfect example of how our laws can clean up pollution in the 
most effective ways possible. I wanted to make these comments 
and to greet Ms. Nichols and Mr. Riggs, particularly Mr. Riggs, 
who is in a different position in our subcommittee than usual, be- 
cause we usually see you back here giving us the questions to ask 
not being the recipient of the questions. I am going to spare you. 
I have no questions. 

I want to congratulate everybody for making this part of the 
Clean Air Act work. It is important for the heal^ of the American 
people. 

] yield back the balance of my time. 
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Mr. Barton. Thank you. We will be sure to bronze those com- 
ments on the oil indust^. 

The Chair would now recognize Mr. Wyden. 

Mr. Wyden. Thank you Mr. Chairman. 

I want to follow up a question for my good friend and neighbor, 
Mr. Riggs, on this pricing matter that was begun by the Chairman. 
We understood from the testimony that the wholesale price dif- 
ferential between reformulated gas and regular gas was about 1 to 
2 cents per gallon yet the current average retiul price difference 
seems to be ai}0Ut 6 cents per gallon. 

I guess there is some debate as to exactly what these numbers 
are. But I think the question for me that is important is, is the De- 
partment, Mr. Riggs, going to look into — ^into why this retail price 
difference seems to be so large? 

Mr. Riggs. The first thing I would suggest is that the spread has 
dianged throughout the last few months. I think it started at 
around 6 cents, dropped to 1 to 2 cents and is up closer to 6 cents 
now. The administration is tracking that on a regular basis and 
trying to determine causes for it. 

At this point I don't think we have seen anything that we would 
consider collusion or inappropriate activity on the part of the in- 
dustry. We think it is a normal reaction of markets. 

Markets do work and when there some kind of a shortage, the 
price goes up a bit and it can call in either domestic production or 
imports. That is what has happened. We have had a few weeks 
with very high imports of reformulated when the spread was high. 
When the spread is lower, those imports drop again. I think it is 
a signal that the market is working, not that we have a problem. 

Mr. Wyden. What do you think is the retail price difference at 
this point today? Is it 3 cents? 

Mr. Riggs. Ifl could consult with one of the experts from 

Mr. Wyden. Sure. 

Mr. Riggs. In the northeast, on the East Coast, It is about 4 
cents at this point, the spread. 

Mr. Wyden. That is, in my view, a significant price difference 
and I think it would be very helpful if you all would investigate 
this matter and report back to the subcommittee what factors are 
in your opinion that account for that price differential. Nobody is 
making any wild charges here or anything of the sort, but I think 
it is important for the Department to look into that. 

Is that something that you could do with your folks, to look into 
this consumer issue and report back to us? 

Mr. Riggs. We will obviously do it. Let me understand your ques- 
tion. I think we had anticipated an additional cost of production for 
RFG of about 6 cents so a price spread of about 4 cents seems to 

Mr. Wyden. We are concerned about the difference between the 
wholesale and the retail. 

Mr. Riggs. I am sorry; I thought you were talking about the 
spread between reformulated and conventional. 

Mr. Wyden. No. We are talking about the difference between 
wholesale and retail. 
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Mr. RiGGS. Yes. There has traditionally been a lag between 
wholesale prices and retail prices and wholesale prices have started 
down again. 

Mr. Wyden. How long do you think it would take to get that 
kind of information? 

Mr. RiGGS. To prepare it wouldn't take very long. To clear it 
through the government — ^we will do our best. 

Mr. Wyden. 30 days? 

Mr. RiGGS. Yes, we will have it to you in 30 days. 

[The information follows:] 

Prica difianntiala between RFO and cxmventional gaBoIine at the wholesale and 
retail leveli diCEnr due to two dasaea of Eactora: definitional difisrancea between the 
prieea need in the compaiiaoo and market factors influencing prices at the two lev- 
ela. 

The wholesale difEerentiel quoted in the testimony la derived from New York Har- 
bor spot prices, while the retail figure is the difinence in national average retail 
wices aa collected by the En^y Ltfbrmktion AdmlnlatratdoD in a weekly survey. 
Conventional msoUne and RFOare add aide by side at the refiaery, and throu^ 
certain nointa In the distribution nrstem, but not at retail, where eai^ area is dto- 
ignated IV EPA and State autborioea to use a certain Q^pe of fiiel. Thus, direct com- 
parisons of RPG end conventional prices are possible at the refinery (spot) level, 
with the difference presumed to represent the additional cost or market value rf 
RPG aa opposed to eonventiiNia] gasoline. RetaQ comparisons, however, are eom- 
idicated 1^ additional eonsiderationa, including difEmnces in geographic area, 
urbanAwal characteristica. State tax rates, and transportation costs. The retail 
RFG average includes larg^ uihan areas in the NorUieast, Chicago, Los Angeles, 
and other dtiea, whUe the average conventional price includes the remainder of the 
United States, excluding thoee areas participating in the winter oxygenated gasoline 
pnwram. (Oxygenated gastdlne prices are excluded from both averages to avoid price 
ihins at tiie beginning and end of the control period for that program.) 

Nevertheless, It is reasonable to compare tne trends in wholesale and retail dif- 
ferentials, if not their actual values, in order to observe market adjustments to the 
RFG proEram. The RFG/conventional gasoline price differentials at both wboleeale 
and retail have fallen rignificantly since the introduction of RFG. On the New York 
HwrbM" spot market, the price difGerenCia] averaged about S cents per gallon fi-om 
November (when RFG began to be wid^ tradecD through mid-February when the 
&lling price of oxygenates b^fan to impact costa. The diflwrential fell to zero In late 
^ril and recently nas been about 2 cents. By conbvst, the national average retail 
wice differential fell from around 12 cents at the bediming of 199S (when retail 
RFG sales officially b^(an) to about 6 cents at present. Therubre, the difference be- 
tween the wholeeale and retail differentials, ignoring their diBerent statistical 
bases, has fUlen fh>m approximately 7 cents at toe b^inning of the year to about 
Scenta today. 

Explanations for the different trends in the wholesale and retail price differen- 
tials, leading to the perceived discrepancy between them at any point in time, in- 
dude the diBerent manner in which the two mariceta react to venous stimuli. Out- 
side of raw p'yt^^''^'f coeta (in the case of gasoline, primarily crude oil and 
mtygenatea), the single biggeat fiutor in gasoline prices over time is seasonality. 
Gaaoline paces at all levus, reacting to pressuree on the supplv/demand balance, 
tend to rise in the spring and summer, and decline in the fall aikd winter. Hie exact 
timing of these dumges, however, differs between wboleeale and retail markets. As 
with most other trends in gasoline mariteta, the seasonal effect is usually seen first 
at wboleeale, in response to changes in production and inventory patterns, then fil- 
ters down to retail. Whdesale prices, and particularly spot prices, Uatd to be more 
volatile than retail, often moving up or down by significant amounts in a day's trad- 
ing. These changes ma^ not even be seen in retail prices unless the trend continues 
for several days. Additionally, a period rf major tiansition for markets, such a- **-- 



Mr. Wyden. The consumer issue is the difference between whole- 
sale and retail and that would be helpful. 
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Ms. Nichols, a question on the matter of the progress that is 
b^g made. I think you heard me say that I am vety encouraged 
by what has been done. 

I think that we are on our way to a significant success with sub- 
stantial benefits at relatively lower cost. My friend, Mr. Barton, 
asked what I think is a logical question as well as to what we could 
tell people has actually been achieved to date. 

Could you begin by telling us what you think the principal 
achievements to date are of this program? 

Ms. Nichols. With 6 months of tne program under our belt, we 
have changed the gasoline that is used oy a third of the consumers 
in the United States and done it with a relatively minor amount 
of difficulty and complaint, thanks largely to the cooperation of our 
colleagues in other parts of the Government, the States, and within 
the Federal Government, and of course the petroleum industry. 

I think that is — ^whenever you introduce any new product into 
the marketplace, you have a m^or burden to convince consumers 
Uiat the product is worth buying and when vou do something that 
^ects people's gasoline, you are really meadling with one of the 
products that people use on an evety day basis and the fact that 
the program has been accented as well as it has in most areas and 
by most of the people I tlunk is a tribute to everyone who is in- 
volved. 

In terms of what we can show for it, in terms of improved air 
quality, we can certainly point to a continuing trend in the right 
direction towards attainment. But as I said earlier, we will need 
to monitor performance very carefully over the next couple of years 
to make sure that the benefits that we have anticipated and as- 
signed to this proeram really are occurring. 

At this point what we have seen is that the emissions data cor> 
responds with what we had indicated, that we are not experiencing 
any of the problems with fuel economy or performance that some 
people had alleged might occur, but it takes awhile longer for it to 
show up in terms of measurements of the ambient air that can be 
levelized for weather and where you can say scientifically that you 
have achieved the benefits that you planned. 

Mr. Wyden. If we didn't have tne RFG ijrogram, what other 
steps would have to be taken to achieve a similar level of clean air 
benefits? It seems to me we would have States going after produc- 

Ms. Nichols. One way of answering the question would be to 
point to the example of Maine, which recently looked at its strategy 
for complying with the Clean Air Act and concluded that when they 
looked at all the other options that were available to them, refor- 
mulated gasoline w£is by far the preferred choice, both in terms of 
cost and of consumer convenience, over any other alternative for 
stationary or mobile sources. 

Certainly in the mobile source area, which is 50 percent of our 
smog problem, there are no other options short of extreme controls 
on driving, a ban on gasoline or requirement of a total switch to 
alternative fuels or some zero emission vehicle concept like an elec- 
tric vehicle to achieve the same kind of results. 

If you look at other possibilities in the area of stationary source 
control, you are looking at some pretty drastic controls on facilities 
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which have already by and large been through regulatloii in the 
past. 

So. frankly, we dont see any alternative to thia program. 

Mr. Wyden. My light is on, but so you know for the next round, 
we have some matters to discuss involving ethanol. 

Mr. Barton. The Chair would now recognize Mr. Crapo for an 
opening statement and some questionB. We have the clock set on 
8 minutes. 

Mr. Ckapo. Thank you, Mr. Chairman. I will defer both and we 
can proceed. 

You owe me 8 minutes, though. 

Rfc:. Bahton. You surprise me. 

The Chair would then recognize himself fm: a second round of 
questions. 

Mr. Ri^, when I was asking Ms. Nichols about the 30-day opt- 
out provision and the proposed rule, you were strangely silent. 
What is the DOE's position, if any, on these requirements regard- 
ing opt-out? 

Mr. RiGGS. We have just received the proposed rule and we will 
make comments to EPA. As I indicated in my statement, we do 
have some concern about adding uncertainty to the market. 

On the other hand, we also share the concern that Ms. Nichols 
stated and that you stated in your letter to us Ifist November or 
December that we need to make sure that the public accepts and 
supports the Clean Air Act, and sometimes this kind of flexibility 
is what retains their support for the act. That is the balancing act 
we have to eichieve here. I have not been fully briefed on the rule, 
but we will submit comments to EPA and work with them on that. 

Mr. Barton. You dont even want to give us a hint of what the 
D^artment's position might be? 

Mr. RiGGS. 1 think I gave you a hint. We are concerned about un- 
certainty and that does have an effect on price. 

Mr. Babton. I am not opposed to optout if it is volimtary. When 
regions voluntarily opt in, I think it should be allowed that they 
can opt out. I am not opposed to that But I am concerned with how 
this is accomplished. Eroryone has been giving compliments to the 
industiy, tiie oil and petroleum industnr today. However if this in- 
dustry gears up to serve a region of the countoy that has volun- 
tarily opted in and they opt out quickly, they are stuck with an in- 
vestment in infrastructure, they are stuck with an investment in 
stocks tiiat are admittedly consumable, and they may be stuck with 
some transportation requirements that they would not need for the 
other types of gasoline. 

So I would like for the EPA and DOE and whoever else in the 
interagency review to give some thought to requiring when areas 
opt out that existing stocks that were expressly refin«l for that re- 
gion, enough time be given that it can be consumed, and if it can 
be proven that there were infrastructure investments made specifi- 
cally for that region, that t^ere be some time so that there is at 
least a recovery of the coital investment. 

You can still opt out. However, if we have invested $600 million, 
you may not be able to opt out until January of the following year, 
so that there is a recovery allowed. And I would think that the in- 
dustry could provide documentation and that you could set up all 



,y Google 



kinds of regulatoiy requirements on proving the investment in the 
consumable stocks, et cetera. I am very much for people opting out 
if they wish to, but we shouldn't ask industry to gear up to meet 
a demand and then when they gear up to do it, the demand isn't 
there. 

Ms. Nichols. I agree with your point there, Mr. Chairman. I 
think that — as you luiow, we are in the comment phase now on the 
proposal and we will be looking for comment on these issues. 

Just to clarify a couple of points, we have heard in the process 
of framing the proposal from a number of industry representatives, 
both individual companies and associations, and there is not a uni- 
formity of views, at least so far, about what the transition period 
ought to be. There have been some industries who have — ^industty 
representatives who have actually urged us to make the time 
quicker rather than to draw it out. I am not certain what the ra- 
tionale for that is. 

Mr. Baston. Maybe they havent made the investment yet. 

Ms. Nichols. I assume there is some competitive reason. 

The issue about existing stocks being consumed, I wanted to clar- 
ify that. There is no prohibition — ^if an area opts out, the existing 
stocks are not required to be removed from the market, but there 
is a concern about what price can be charged. 

Mr. Barton. They cost more and if the motorist sees a S cent dif- 
ference across the street, the motorist goes across the street most 
of the time unless you are on a government credit card and then 
it doesnt matter. 

There have also been concerns raised at the borders of nonattain- 
ment areas. There is a price differential and motorists drive out of 
a nonattainment area to purchase nonreformulated gasoline at a 
reduced rate. Is there documentable proof to that effect and, if so, 
how big a problem is that? 

Ml. Nichols. We looked into this issue in Wisconsin. It was 
being raised as a concern by some dealers who operate on the edges 
of the area around Milwaukee that is reouired to use reformulated 
gasoline, that people were driving past tneir stations and going to 
stations out of the area to buy nonreformulated gasoline. At the 
time that that was looked into, it turned out that the price dif- 
ferential was somewhat exaggerated and the issue seems to have 
died down. 

The issue in Wisco nsin was centered around people's concerns 
about the use of MTBE in the wintertime and once studies on that 
issue were undertaken, the rest of the compleiints seemed to die 
away. The issues about the different prices in different stations are 
complicated I guess and volatile in terms of how to study them. 

I have been very concerned about where you draw the line for 
distribution of one fuel versus another and making the region big 
enough so that you don't create an incentive for people to just jump 
out of the area to buy their gasoline. But based on our conversa- 
tions with the States so far, they are not finding this a significant 
problem. 

Mr. Barton. Do you a^e with that, Mr. Riggs? 

Mr. RlGGS. I have nothing to add. It occurs to me that this would 
be similar to differences in a sales tax or a motor fuels tax between 
two States. I have seen people drive across the District line to 
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Maryland or the other way around depending on the eize of the 
tax. I wotdd aseuine there is some of that you cannot avoid. 

Mr. Barton. I am going to recognize Kir. Wyden for some ques- 
tions, but on the ethanol issue, we could have done an entire hear- 
ing just on the ethanol. The record shows from last fall that I am 
adamantly opposed to this 30 percent set^aside for ethanol for the 
oxygenated fuel market. We now have a court ruling declaring the 
set-aside improper and EPA doesn't agree with it. Several Con- 
gressmen on the other side were very concerned that I would turn 
this into an anti-ethanol hearing and I am not going to do that. 

But please be aware that we are watching what is going on and 
we may do a hearing just on the ethanol issue. If we do, it will be 
a balanced hearing and those who are supporters for an ethanol 
program will have an opportunity to be here and we will have wit- 
nesses that support that position. But that subject is more than we 
should put into the reformulated gasoline hearing. 

Mr. Wyden. 

Mr. Wyden. Thank you, Mr. Chairman. I want to pursue this 
matter of what seems to be an EPA addiction to ethanol. 

Mr. Barton. Let the record show that it is the minority that ia 
bringing this up. 

Mr. Wyden. That is fme. We have a good program, a program 
that is showing significant environmental and health benefits. I 
came out of the box and said it looks hassle-free as opposed to 
other things that we have listened to and yet the EPA seems to be 
adamant in tiying to use the program to promote renewable fuels 
by requiring a minimum percentage of RFG additives to come from 
renewable sources. 

What concerns me is t^e possibility that you are going to tiy to 
use this program to do double duty, and that is going to hurt both 
programs. That is going to hurt the effort to clean up the air and 
also hurt the renewable fuels effort. 

Now, my sense is we have got governmental programs to promote 
renewable fuels. So I would Tike you to know that I am concerned 
about this issue. 

Mr. Riggs made a very telling point a minute ago where he said 
uncertainty creates problems with price and I asked Mr. RiggSt for 
trample, to report back to us on the difference between wholesale 
and retail which is going to concern our consumers. My guess is 
that this ethanol mandate issue is going to create uncertainty. 

So I would like to hear your explanation of why the agent? per- 
sists in tinkering around with something that I think could jeop- 
ardize two governmental efforts, and your thoughts on that would 
be helpful. 

Mb. NICHOLS. Yes, Mr. Wyden. 

First of all, although I am a devotee of California wines, I don't 
think I have ever been accused of being an addict of alcohol before. 
But I am a supporter of the program. 

As you had indicated, EPA is in the process of appealing a rul- 
ing, "nie Department of Justice will make the decision by ue 12th 
in terms of an appeal for a rehearing en banc of the decision on 
some local legal points that we feel misinterpreted or misapplied 
the Chevron case to this particular situation. 
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I would just like to point out that with respect to EPA's position 
on this issue, we actually took great care to make sure that our in> 
terest in renewable oxygenates in the program did not interfere 
with the success of reformulated gasoline as a whole. The proposal 
that was on the table when this administration took office was a 
proposal by the Bush administration that would have created a 
market for ethanol by forcing refiners to do more refining to 
produce a lower RVP gasoline so that the addition of splash blend- 
ed ethanol could still meet the air quality requirements in the fuel. 

Even then we believed very strongly and still do believe that that 
program of mixing was likely to cause increased VOC and to under- 
mine the air qumity benefits of the program. This administration 
rejected that proposal, took another look at the issue of how to 
make sure that there was a choice of oxygenates available in the 
reformulated program and a continued availability of renewable op- 
portunities in this massive new program and concluded that the 
most appropriate wav to do it was through a direct mandate which 
was severable fi-om tne reformulated program. 

As a result, even when the suit by the API was successful in the 
court of appeals and stayed the program, that did not affect refor- 
mulated gasoline. The program in fact has gone forward. There are 
oxygenates of all varieties being used in the marketplace. So this 

[)rogram has not had an adverse efTect on the reformulated gaso- 
ine roll-out. 

Mr. Wyden. a question for both of you. 

Aren't there other Federal programs that could promote renew- 
ables besides the reformulated gas program? 

Mr. Riggs? 

Mr. RiGGS. Yes, there are others. We have alternative fuel vehi- 
cle programs. Federal fleets and so on. But I think from the De- 
partment of Energy's point of view, the attraction of the renewable 
oxygen standard that EPA has proposed is that it may create a de- 
mand pull situation. 

One of our most important research programs for the Depart- 
ment is to tiy to bring the price of cellulosic based ethanol down 
to where it can compete witli gasoline. And we think that is pos- 
sible within the next decade or so. If we succeed in doing that, we 
will make major gains in both greenhouse gas reductions and re- 
ducing oil imports. We think that is a worthy goal and we think 
that can be done, in part, by creating this demand through the 
EPA proposed standard. 

That doesn't mean there are not other ways to do it. It can be 
done through tax incentives, it could be done through more money 
for research. Some of those are going away. 

1^. Wyden. Ms. Nichols, do you want to add anything to that? 

Ms. Nichols. No, other than to say that EPA has done a consid- 
erable amount of work on alcohol fuels including on the engine de- 
velopment side, as well as programs that implement renewable 
fuels in fleets, and we are entnusiasts of those programs. 

Mr. Wyden. Well, I think my Chairman was awfully diplomatic 
on this point. I am concerned that this ethanol mantuite is going 
to complicate, at a minimum, and potentially disrupt a program 
that is showing great promise. And I am concerned about some of 
these pridng issues under todies arrangement. 
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And I think if we are sending a message that an ethanol man- 
date is coming, and that certainly does appear to be the one that 
the administration is sending, that is going to inject additional un- 
certainty out there in the marketplace. So I look forward to work- 
ing closely wi^ the Chairman of the subcommittee on this matter. 

Mr. Barton. Thank you, Mr. Wyden. 

The Chair would now ask the gentleman from Idaho if he had 
questions at this Ume. 

Mr. CrapO. Yes, thank you, Mr. Chairman. I hadnt intended to 
ask any questions of this panel, but bein^ a strong ethanol sup- 
porter, I'm glad that I was here when the discussion begEm. 

I have been very involved in the ethanol program out in m^ own 
home State of Idaho and strongly believe that there is the kind of 
potential for that product and for the development that has been 
discussed by the members of tJie panel. 

I also am one who tends to not support mandates and likes to 
see solutions that are more incentive bfised and market oriented. 
And 80 I think that there may be some common ground here and 
I appreciate the Chairman's comments that if we hold a hearing on 
ethanol, it will be balanced and we can look for some solutions to 
really find the right avenues to helping to promote what I think is 
a very good development and one that has great potential. 

I guess the question I have ia just a follow-up on the question 
from Mr. Wyden and that is, are there ways that we can address 
the eUianol issue other than through a mfmaate? 

Ms. Nichols. Mr. Crapo, in a recent announcement on EPA's po- 
sition about the court ruling, Administrator Browner indicated two 
additional measures that don't relate to mandates that EPA is 
planning to implement with respect to renewable oxygenates. 

The first is that we plan to look at the possibility of removing 
the existing cap in the reformulated gasoline program on the 
amount of oxygenate that can be used in the summer program. As 
we've learned more about the product and our ability to model and 
mefisure has improved, we have seen that it may be possible that 
ihe limit which was designed to prevent this problem of commin- 
gling that I mentioned earlier may not be needed. 

And so, we are investigating the possibility of being able at the 
request of a governor, to allow more use of ethanol or other 
orygenates in the mixture of reformulated gasoline. 

Tne other point is that EPA plans to issue guidance to any states 
that want it to implement a program of pump labeling. Based on 
our experience in Wisconsin, one of the things that we learned is 
that consumers were most upset about not having a choice about 
which type of o^genate they were being exposed to. 

People felt that the government had foisted off a program on 
them and that they were being forced, whether they wanted to or 
not, to use one additive or another. So we believe that if consumers 
wish to exercise the option of knowing which type of additive they 
are using, that that is something that at the option of a state thev 
should be able to do. And we will issue guidance to states. We wtU 
not require it, but if states want to implement that type of pro- 
gram, we will assist them in doing it. 

Mr. CSAPO. I appreciate that and I would just comment, we in 
Idaho have had Uie pump labeling and we have had the oppor- 
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tunity to, within the limits allowed, see what can be done with eth- 
anol in our fuel. And I think that there is an opportunity in an 
open market for this to work. 

There may be the necessity to have some additional research and 
to make the breakthroughs that are necessary that we stiU are 
working on, but I would hope that we can work together to make 
that a reality. 

Mr. RiGGS. If I could add two points on that. As you indicated, 
the research is critical, and it haa been successful so far. We are 
not there yet, but it would be criminal, I think, to cut off such a 
successful program now, and t^ere is a risk in the appropriations 
process that the work that is being done at the National Renewable 
Energy Lab with cooperative agreements with industry could be 
terminated before we achieve the potentially huge benefits to the 
country. 

The other thing I would mention is also in the area of incentives 
rather than regvdations. The farm bill is up for reauthorization, 
and one of the areas where there may be potential for advancing 
cellulosic biomass is converting some of the set-aside programs so 
that they can be used for energy crops. And that, coupled with the 
technological advances that are being made through the Depart- 
ment of Energy, could lead to the kind of market incentives that 
I believe you are looking for to bring biomass-based ethanol into 
the market more fully. 

Mr. Wyden. Will the gentleman jdeld? 

Mr. CRAPO. Thank you. Certainly. 

Mr. Wyden. I want to commend the gentleman from Idaho for 
talking about this kind of approach for incentives. And as a North- 
west colleague, I very much would like to work with you as an al< 
temative to this kind of mandate approach and I appreciate you 
bringing it up. 

Mr. Crapo. Certainly. Thank you. And I do sit on the Agriculture 
Committee, too. I appreciate that suggestion. 

Thank you, Mr. Chairman. 

Mr. Barton. Does the gentleman from Oregon have any addi- 
tional questions? 

Mr. Wyden. No. 

Mr. Barton. Then I have one thing that is on a different subject 
I want to bring up with Ms. Nichols before we let this panel go. 

On May 26, I sent a letter to Carol Browner concerning the 
BAQA and the American Society for Heating, refrigerating and air 
conditioning engineers dealing with a problem with one of the em- 
ployees at EPA, a Dr. Tucker. You may not have seen that letter 
yet. 

Ms. NlCHOl^. I have seen the letter, Mr. Chairman. 

Mr. Barton. That is a very serious letter. I dont normally sign 
letters like that and I put a lot of thought into that letter. 

We asked for a lot of information. We expect to receive it in a 
timely fashion, because on the surface there appear to be some ex- 
tremely serious issues that have either been covered up or if you 
want to be real n^ative, consciously misrepresented to this sub- 
committee. 
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And so if you will express to Mrs. Browner the seriousness of 
that letter and the fdasolute requirement tiiat there be a timely re- 
sponse. 

Ms. Nichols. Yes, Mr. Chairman. I was also distressed to receive 
the letter and we have begun an investigation internally. We will 
have a response to you on or before July 12. 

We take the cliEu^es seriously. I also am personally chagrined 
that in responding to an earlier letter of ^ours on a related subject 
that I apparently only give gave you partial information which was 
correct with respect to my program but which did not include other 
information about the agency's work in that area. So we will make 
sure to give you a full and complete answer. 

Mr. Barton. Thank you. We thank each of you for coming and 
testifying. The testimony has been very helpful. 

Mr. Barton. We will now Eisk our second panel to come forward. 

The Chairman would recognize our seconds panel. We want to in- 
dicate that each of you are going to be asked to testify under oath. 
Do any of you have a problem with that? Okay. You also have the 
right to be advised by counsel. Do any of you wish to avail yourself 
of that opportunity? 

If you will stand and raise your right hand. 

[Witnesses sworn.] 

Mr. Baston. Be seated. 

We have a very distinguished panel. We have Mr. Wayne 
Smithers, Senior ^^ce President, Supply and Marketing for Valero 
Refining & Marketing Company in Houston, Texas. We have Mr. 
Charles DiBona who is the President of the American Petroleum 
bistitute located here in Washington. We have Mr. Edward Dineen 
who is Vice President, Worldwide Co-Products and Raw Materials 
for ARCO Chemical Companv in Newton Square, Pennsylvania. 
And Mr. Samuel T. Ewing wno is from Aahland Petroleum Com- 
pany, representing the National Petroleum Refiners Association. 
Ilie headquarters of the association are here in Washington. 

We will begin with Mr, Smithers. Since there are four of you, we 
will give each of you 5 minutes to summarize your written testi- 
mony and then we will have a question period. 

Mr. Smithers. 

TESTIMONY OF WAYNE D. SMITHERS, SENIOR VICE PRESI- 
DENT. SUPPLY ASD MARKETING. VALERO RAINING AND 
MARKETING COMPANY; EDWARD J. DINEEN. VICE PRESI- 
DENT. ARCO CHEMICAL COMPANY; CHARLES J. DIBONA, 
PRESIDENT. AMERICAN PETROLEUM INSTTTUTEt AND SAM- 
UEL T. BWINO, ASHLAND PETROLEUM COMPANY. ON ^ 
HALF OF NATIONAL I^TROLEUM REFINERS ASSOCIATION 
Mr. Smithers. Mr. Chairman, Congressman Wyden, I would like 
to thank you for inviting Valero to give comments regarding the 
Federal RPG program to the subcommittee today. Valero Refining 
is a small independent refiner with a single refinery located in Cor- 
pus Christi, Texas. 

We are totally committed to the reformulated gasoline and clean 
fuels program. We participated with the NPRA in the regulatoty 
negotiations starting in 1991. We spent 4V^ months in that process. 
We spent a great deal of time womng with the drafts of the regu- 
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lations going back and forth with the EPA. And we remain commit- 
ted through our membership in the NPRA and the Os^genated 
Fuels Association. 

Most importantly, we have invested approximately $600 million 
in hardware in our refinery to allow ua to make 100 percent refor- 
mulated gasoline and low sulfur diesel. We have also constructed 
a butane u^rading project which makes about 16,000 barrels a 
day of MTBE, which is one of the oxygenates used in reformulated 
gasoline. 

This commitment to the fiiels program and to the environment 
was recognized last month by the governor of the State of Texas. 
We were ^ven a special award for environmental excellence. It's 
the only time a refiner has ever received this award for our com- 
mitment to the environment and our ability to match investment 
decisions and environmental concerns. 

We made the decision, the business decision to participate in re- 
formulated gasoline and the o^genate program, and at the onset, 
there was no provision for recovered area to opt out of this pro- 
gram. Without some kind of an assurance of this nature, you would 
never make this type of investment. And at the very beginning of 
the reformulated jtrogram, the EPA allowed the states that had 
opted in areas in Pennsylvania and New York to opt out. 

That opt-out resulted in a reduction of demand of apprcodmately 
250,000 barrels a day of reformulated gasoline. That volume rep- 
resents two-and-a-half times the volume that the refinery the size 
of Valero can produce. This decision was taken in less than 30 
days. At the same time, the time it took to develop the regulations 
to tell the refinery how to produce the reformulated fuel, what the 
penalties would be if they didnt comply, took 2V'2 years. 

Now, we are just concerned about the fact that the EPA's atti- 
tude is giving a significant degree of uncertainty. Again, we do not 
have any concern about opting out, if people have opted in, so long 
as it is a measured process and one that allows time to react to 
it. 

We are further impacted by the lack of direction and indedsive- 
ness on oxygenate levels with the carbon monoxide, CO, nonattain- 
ment areas. When the State of New Jersey tried to opt out in Janu- 
ary of this year, they were allowed to end their oxygenate winter 
program 2 monuis early. This left oxygenated fuels in storage and 
at a reEil cost to us. 

This continued uncertainty through the first quarter of the year 
resulted in us having to shut down a $300 million, 15,000 barrels 
a day MTBE unit for part of the first quarter of this year due to 
lack of margin. Our concern is that the EPA's action has contrib- 
uted to a sense of uncertainty that undermines a program that the 
agency has vigorously defended in earlier months. 

We believe that there should be some action taken early by the 
EPA on the oxygenated fuels question. There is no reason that by 
August of this year, they cant have clarified whether or not states 
such as New Jersey are required to be in this program or not and 
what is required in the rest of the country — ^what is going to hap- 
pen in Wisconsin. Everv decision that was made was followed by 
a statement that we will study it and we will get back to it later. 
We are now in June and we have heard nothing. 
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We welcome the proposed rule that has come out allowing for a 
measured and a policy on opt-out and asking for comments on an 
opt-in. 

We at Valero made a business decision to participate in this pro- 
gram. And we will stick with that decision. We need an official opt- 
out policy. We would like to see it based on scientiiic information. 
And we would like to see a sufficient lead time. 

Just as we need an opt-out program, we feel there Is a need for 
an RFG program for opt-in and tnis will allow the cities that are 
in attainment to opt for RFG if they believe it is the most cost-ef- 
fective way to maintain attainment and stay in a grovrth mode. 

Mr. Barton. Your time has expired, but we will give you a little 
additional time. But please summarize as quickly as possible. 

Mr. Smithess. Just one thing. We are not asking for any special 
consideration, a change in law, or economic protection from deci- 
sions we have made. All we are asking is that the ground rules be 
made clear so that we can continue to operate in this industry and 
continue to make investment decisions. 

Thank you. 

[The prepared statement of Wayne D. Smitbers follows:] 



Valero Refining is an independent refiner with a single Tefinei^r located In Corpiu 
Chiiati, Texas. Committed to Reformulated Gasoline and the clean fliels program, 
Valero produces substantiaUy all of our gastdine as Reformulated Gasoline. W« 



_jnk vou for inviting ui to eve comments regnrding the Implementation of the fed- 
eral RFG Program to the Subccanmittee todajr. 

Valero's commitment to the dean ftieli program reouired under the Clear Air 
Amendments of 1990 (CAA90) is evidenced by our participation in the administra- 
tive process that lead up to the final promulgation of the regulations, our significant 
Investment in refinery nordwore to allow us to produce r^ormulated gasc^ne and 
low-sulfiir diesel fiiel, and our ctRnmitment to distribution Eaeilitiea to serve the re- 
fbrmulated gasoline market. Tbia commitment was recognized by the Governor of 
the Stoto ofTezas last month when Valero was presented with a Special Award Gar 
Envlrmimental Excellence for "providing community leadership and demonstrating 
to other industries that environmental protection and economic development can go 
hand in hand.* 
Commitment 

luting regula- 



M negobations lasted for 4M 
months in Washington and the n^cotiating group was made up of representatives 
from oil companies, renewable fliels oompaniaa, V.S. government agenaes, state and 
national environmental groups, auto gnnips, and other trade organizations, as well 
as the EPA. We actively participated in the draft, review and commento in the fiiul 
fbrmulation of the regulations ibr over a year uid a half following the regulatory 
nMotiations, and remain active in the fiiels committee of the National Petroleum 
Beoners AssodatiM) and the O^genated Fuels Association supporting reformulated 
gasoline and ozygeni ■ * ' • 

Valero invested a] 

lated gasoline and a . . . . 

of a hydrocracker rdbrmer complex, a reformato splittor, and a butane upgrading 
project to make the natural gas derived clean flief additive, methyl tertiary butyl 
ether (MT6E). 
Impact ofEPA't UnoertaintieM Surrounding Opt-Out 

Valno made a btisiDess decision to porUdpato in both the D:7genato program and 
the RFG program assuming that both programs were effectively and predictably en- 
f(»ced. At the outset, there was no provision for a covered area to optout of either 
program. Without this kind of assurance, a refinery simply could not make long 
term investmente. "Hie extent of this pn^ram as defined Dy the RFG regulations. 
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resultad in an ovsrall demand prcriectiDn of over 214 million bairels per dajr of refor- 
mulated eauline in the U.S. baaed on historical data. 

At the o^inning of the HFQ program, the EPA allowed opt-outa with no policy 
or liKical reasona and thcroby rMuced the demand for reformulated gasoline 07 ap- 
proz&natdy 260,000 barrel* per day. Tbia reduction occurred in the very marketa 
in iriiieh we had made aubatantial eommitmenta to deliver BFG. tt would take 2V& 



the reflneriea what the^ had to make, how they had to make it, and how aevere 
the penaltiea would be if they did not comply. EPA'a attitude in allowing opt-outa 
and the lignlficant degree of uncertain^ that it caused, forced the value of RFO to 
drop OT^ 8.6 per rallon in the month ftulowing the EPA opt-out agreement in Penn- 
sylvania and New York (see Attachment "A'). 

Valero was also impacted by the EPA'a lack of direction and indedsiveness in re- 
quests to reduce oxygenate levels in RFG during the winter carbon monoxide (CO) 
um-ottainment period. For auch CO non-attainment areaa, the Act requires 
o^genated gasoline, or oqr-fliela, during the winter months. Like RFG, oqr-fliels 
have a rem&ed level of oxygenates. In January, when New Jeraey requiHrted sus- 
pension ofita winter oxy program, the EPA made a decision not to enforce the 2.7% 
oxygenate requirement— eSectively allowing New Jersev to end its oxy-fliel program 
two months eariy. The EPA dso said that they would "Veview the requirement" 
prior to the start of the 1996/96 winter onwenate program. In eariy Febniaiy, Wia- 
conain said it wanted to opt-out of the RFG progmn and, after waffling on the 
issue, the EPA denied the opt-out request but agraed to support studies regarding 
the ^ecta of RFG and tlien to make a decision on fbture requirements. In shor^ 
EPA's actions have contributed to a sense of uncertainty that undermines a program 
the Agen^ had vigoroualy defended only months earlier. 

This continued unco-tainty In the ma»et needs to be addressed by the EPA and, 
in particular, we need to have some d^ree of certain^ before we get into this win- 
tei'i Qxveenate season. By August of tms year, EPA should make a definitive ded- 
lata requirements for the 1996/96 period in order for the industa; 
e to prepare for adequate supply of RFG. This lack of certainty 
iply and price fiuctuaoons that hurt both the suppliers and the 
a nothing to improve the air ouali^, which was the intent of the 
Kjiamr ait run. iJontinued uncertain^ during the post oxy season forced Valero to 
■hut down th«r $300 million, 16,000 bair^ per day, IfTBE unit for part of the 
first quarter of th^ year due to lai^ of margin (see Attachment '^'). 
Nttd for Official Opt-Out Micy 

Valero believes it is ne c e sia ry that EPA have an ofSdol opt-out policy. While EPA 
has appsiently pn^osed an opt-out policy on its electronic ouUetin board, the final 
policy must be unambiguous on ita face. If an area that had opted into the RFG 
program can show long term compliance with air quality standards, the EPA should 
have a dear policy and procedure for the st«t«/area to request opt-out of the pro- 
gram. EPA should evaluate the request under this policy using sound scientific oata 
and should ensure sutBdent lime to allow both the requesting area and the petro- 
leum suppllsrs to reduce the RFG in the area without preventing significant maricM 
disruption. We understand that in EPA's proposal, the Agenqr states its belief that 
30 dtyrs from the point of a final petition is a sufficient tune to transition RFG out 
of an area opting out of the promm. This conclusion is a m^jor flaw in the pro- 
posal, given the necessi^ for adequate time in contracting, transportation, and 
other l^stical concerns. 
Heed for a Flexible Opt-In Plan 

Just OB implementation of the EBderol RFG program requires flexibility for opt- 
outa, BO too must it ensure flexibility for areas i^shinfc to opt-in to the program. 
Valero believes the EPA should have a dear poliqr allowing attainment areas to opt> 
in to the RFG program if those sreaa believe it is the most cost effective way to 
maintain their attainment status. The EPA should dari&, by rule, that the states 
can opt-in attainment areas to the federal RFG Program using procedures provided 
In the Clear Air Act and should make dear in the rule-makinE &at the states have 
independent authority under the Act to adopt the Federal RFG program in attain- 
moit areaa through applicable provisions of their state implementation plans. 

We believe the overall intent of the Clear Air Act amendments of 1990 was not 
only to improve air quality, but also to provide a medionism to ensure the continued 
dear air in attainment areas. Growing areas that are near non-attainment run a 
vary hi^ riak of becoming non-attainment areas as they grow. In order to mainfjin 
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ba prudent for such near non-atbdajnent areaa to raquMt to cq^bi to ,., 

gram votuntaiily. Opting in would allow arua matar omxutuiiitiaa for continuad 
•con M nie growth and continued compliance with dear air acandarda. 

We have alna^r aeen dtiaa, auch as Carpus Chriati, Tezaa, exhibit a veiy high 
degree of interaat in uaing rrformulatad gaaoUne in orwr to keep ttieir dtlea in at- 
tauunent statua <aaa Attachment "O. EPA ahould daiity the applicability of the 
foderal RFO Promm to dtiea like Coriub Chriati at the eailieat poaalble pomt 

In conduaion, valaro ia not aaking the government for any ^edal conaideratloa 
or any change m the Uw, nor are we aaking for any eeonMaic notection from mar- 
ket Iwcea or i nv aatm ant deciaionB we have made on our own. what we are aaking 
however, ia diat there be boom conaiiteney and certalnlgr in the lagulationa that are 
placed i^on oar induatiry ao that we can enow the ground rulee and can make good 
bualneea dedtlona fbr our aharehddera. Ooee ania, I would Ilka to thank you for 
the o p pcrt u nlty to addreaa thia panel today and hope that thla hearing can have 
erane impact bqr helping to enhance the certainty of the reguUtoiy environment in 
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Corpus Christi Caller Times - Monday - May 1, 199S 

Reformulated gasoline 

Corpus Christi apparently can't take the cure, 
until it has the disease. 



AiRiog-chokcd canoon fros 
—the Smof Frog — was dc- 
uilcd lait week lo leap into 
action ihii tsie ipnng and 
lummer when conditions 
neem ripe lor poltutian levels m violate 
air Quality sundardt. 

The rro|; pan ur an advcnismg ca- 
mapiin, will urge retidenis m postpone 
pufflpini saioline into (heir vehicles, re- 
frain fh>m cutung the yard wiih iheit 
lawnmowere — one can't imagine much 
ptnuaaion mtghl be needed there — 
ihare rides and generally cut down on 
the uie of giioline engines. 

AJI ihoM actions will help the cny ev 
cape federal pollution oversight that 
could coil millions. 

Corpus Christi. however, is prevented 
rram laJcing one step which would de- 
monitrably lower pollution levels: Vol- 
uoiarily putting itself under mandate to 
use only reformulated gasoline, a clean- 
er-buminy fuel. 

The quirk in the federal law m that 
while the government can force a city to 
use reformulated gasoline, it cannot vol- 
unurily gel inio a pregram. You can't 
take the cure until you get the disease. 

The Smog [-'rog's atm is lo keep the 
city out from under the federal Clean 
Air Act. The ciiy hai already vioiaied 
the standard and i« now nne nfthe cities 
m Teuu mnti in danger at tailing into 
non-atiaiamcnt status. 

Non-aiuinmeni tlMus means big 
micks out of everyone's pocket, melud- 
ing vehicle owners, Hoution drivers 
tent up a howl that was heard in the 
Legislature when they diteuvvruU that 



the cost of repairs to cars that failed auto 
emissions tests ranged into the hundreds 
of dollars The sute postponed the plan, 
but the sutions. under a reworked plan, 
are likely to be in operation soon. 

The less cosily option is to use refor- 
mulated gasoline, an option currently 
being explored by a commission set up 
by Mayor Mary Rhodes. 

Changing the federal rules may mean 
the yivcmor. with the support of local 
government, petitioning the Environ- 
menal Protection Agency. 

Reformulated gasoline has railed 
questions in some quaners. including in 
this editonal space, because of com- 
plaints about nauseating fumes. Yeu the 
use of the fuel has the support of major 
cnvtronmenul watchdogs, including 
John Hall, chairman of the Teus Natu- 
ral Resource Conservation Commis- 
sion. Studies m several sutcs now re- 
quired to use reformulated gasoline 
have louad no detnmeni lo health from 
the fuel. In addition, major car manu- 
tacturen have put their sump of ap- 
proval on the fuel. 

Bill Ureehey, chairman of the Valero 
Energy Corp., whose Carpus Christi re- 
finery is one of the largest producer) of 
the fuel, says the higher pnce of the fuel 
was tniually an oDnacle. l^ow. he ays 
the pnce ho^ been dropping ;is tlie fuel 
gains wider use. wiUt the dinerenee now 
about two cents a gallon. 

The benefits of use of the fuel now ap- 
pear lu uutweigh wbaievcr dcirimenu 
there raigbi be. But it's preventative 
medicine that'i wemingly out of retcb. 
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Local Transportation department 
vehicles to use reformulated fuel 

^»i[ch said to be part of effort to keep city off ozone d»iger list 
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Mr. Barton. Thank you, sir. 

We will now welcome Mr. Dlneen's testimony. A summaiy in 5 
minutes. 

TESTIHONT OF EDWABD J. DINEEN 

Mr. DiNEEN. Thank you. My name Is Ed Dineen. Vm a Vice 
President with ARCO Chemical Company. ARCO Chemical is tiie 
world's laivest producer of ramKenates, providing MTBE and ETBE 
to refiners in North America, Europe, and Asia. We have been pro- 
ducing o:argenate8 since 1969 and nave m^jor production facilities 
in the United States and Europe. 

MTBE has been widely used in gasoline since 1979 providing ex- 
cellent fuel performance and significant public health benefits. 
Oxygenates were first used to help reduce vehicle emissions of car- 
bon monoxide in Colorado in 1987. The success of this program and 
the growing recognition of the benefits of oxygenates led to similar 
efforts in ouier western states and ultimately to the nationwide oxy 
fiiels and RFG programs in the Clean Air Act. 

This has not been an effort unique to the U.S. O37 fuel programs 
are being used in areas as diverse as Mexico City, Korea, France, 
Finland and Thailand to mention a few. 

Oxygenated fuels provide immediate benefits without any need 
for changes in engine technology or fuel distribution systems and 
reduce every major criteria air pollutant as well as airborne toxics 
like benzene. These pollutants present various health hazards 
ranging from eye irritation to asthma to heart disease and certain 
forms of cancer. 

The emission reductions will benefit all of us, but particularly 
will help the more sensitive members of the population. ^^ 

In addition to these primary public healtn Benefits, MTBE and 
other o^genates also help meet other national goals. Over 80 per- 
cent of tne oxygenates used in the U.S. come fix>m domestic natural 
sources, displacing the need for imported gasoline and crude oil by 
nearly 200,000 barrels per day. 

The use of cleaner burning gasolines has other advantages for 
consumers. Compared to programs like employee trip reduction and 
enhanced inspection and maintenance, the use of^ RFG does not 
force a change in life style habits. 

In November 1992, the oxygenated fuels program was imple- 
mented nationwide. The results were impressive: a 90 percent re- 
duction in the number of violations of the carbon monoxide stand- 
ard in those areas. The introduction of RFG this Januaiv has been 
well received. There have been a few problems in a couple of areas, 
but given the mMnitude of the program, covering 80 percent of the 
U.S. gasoline poo^ and the lack of information available to the pub- 
lic, tne concerns that have surfaced are understandable. Let me ad- 
dress these In order. 

Number one. price. After some isolated sharp increases in the 
early weeks, we have seen the privaqr differential between RFG 
and conventional gasoline between the initial estimates of 3 to 5 
cents a gallon or less. In addition, the RFG program basIcaUy ex- 
panded the U.S. gasoline pool bv about 6 percent lliis has the im- 
pact throu^ simple supply and demand tundamentals of lowering 
tiie gasdine prices to tne consumer. 



,y Google 



Fuel ecxinomy. Years of studies have shown o^venates to have 
minimal impact on fuel economy, however both the o^ Aiel and 
RFG programs were implemented in the winter. The combination 
of fuel volatility changes to ensure better cold weather starting, 
longer engine warm-up times, and poorer road conditions can result 
in as muui as a 15 percent decline in fuel economv in the winter. 
Because of the media attention, it is understandable that conaum- 
en would associate thia loss in fuel performance with the new pro- 
gram. 

Engine performance. The major U.S. automakers have endorsed 
the use of RFG and have recommended its purchase to ne w ca r 
owners. Extensive testing since the late 1970's have shown MTBE 
to perform effectively in all engines with no concerns about mate- 
rials found in fuel systems or overall performance. 

Importantiy, in addition to the car companies, manufacturers of 
small engines used in chain saws, lawnmowers and snowmobiles 
and other consumer groups have studied and confirmed the good 
performance of RFG fuels. 

Health (»mplaints. As a msgor producer, we have been most con- 
cerned by reports that have attnbuted certain health ailments to 
the use of MTUE. While these complaints have been limited, our 
industry and the health agencies have taken them seriously and re- 
sponded immediately. 

I am pleased to report that all of these studies, including the 
most recent study by the Department of Health in Wisconsin, nave 
shown no connection between MTBE and these ailments. I want to 
emphasize the fact that most areas of the country, fVom Boston to 
Dallas to Los Angeles, even here in the Washington, D.C. area, in- 
troduced RFG this year with little if any public concerns. 

As a related point, I would like to note the amount of effort that 
has been put into researching the safety of MTBE. Health testing 
of MTBE began in 1969 and over 44 studies during the 1970's and 
1980's have demonstrated the product to be safe. 

There is the potential that additional studies may yet be re- 
quired by the EPA. We understand and support the need to do the 
research necessaiy to ensure the safety of the public. But we be- 
lieve the work already done substantiates the safe use of IiO^E in 
gasoline. 

One lesson that we have learned is that both industry and E!PA 
need to do a better Job of infonning the public when Implementing 
nuOor environments initiatives like the RFG program. The intro- 
duction of RFG to millions of Americans lias t)een a mtAor success, 
yet there are still efforts to change the program to satisfy special 
Interests or to pacify misdirectea complaints. These efforts could 
undermine the ovenul program. Everyone, consumers, elected offl- 
dais, industiy, government administrators, and the general public 
will lose if tms happens. 

We believe there is a role for all o^genates in the program: 
MTBE, ethanoljmd ETBE. Particularly, we believe that removing 
roadblocks to ElBE use can ensure equal access to the market 
without the need for guaranteed market shares or special exemp- 
tions. 

, I would tike to support the concerns of others from industry 
about the need for maiket stability and certain^. Our industry has 
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invested bUIlons of dollars to provide the osysenates needed to pro- 
vide RFC These investmenta are undernuned when rules are 
dumged or not enforced a few months after start-up. 

Mr. Barton. Can vou sommarlze? 

Mr. DiNEEN. In dosing, let me emphasize that the introduction 
of the RFO pr(«ram has been venr successful with a limited num- 
ber of concerns Deing driven largely by the laA of information and 
a spread of mistnformatlon by the mema. 

RFG is providing important public health benefits to milUona of 
Americans in a coat-eneetive and convenient w^y. We feel more 
states could utilize this pn^ram if given the flezibili^ by EPA. 
There should be an easier way to use RFG to help areas from fall- 
ing into noncompliance. 

Congress should be proud of the fact that our countiy is leading 
the wi^ in ozyeenates and fuel reformulation to improve our envi- 
ronment. The United States has the cleanest, lowest cost motor 
fliels in the world. We should recognize this tec^ological and soci- 
etal strength and reaffirm the soundness of the program. 

Thank you. 

[The prepared statement of Edward J. Dineen follows:] 



Good ofUmoon, I am Ed Di&Mn, ^ee Praaidaiit, Woridwide Co-Product> and Raw 
Bbtaiials with AKCO Chemical Company. In this position 1 have rasponsibllitjr fbr 
ASCO Chemical's d<d>al MTBE businMS. ACC ia the largeat producer of aorKiiAtes 
used in clean fbel programs around the wortd. We praride both methanol-baaed 
MTBE, (methjd tertiai;-butjrl ether) and ethanol-baaea ETBE, (eth:^ tertiaiy-bu^ 
stlier) to refiners in North America, Europe and Ada. We nave been producing 



ongenal 
I^ and 



Sdudi 
intl . 
' EuTMM, including the largest MTBE unit in the worid located in 
lew, Texas. 



HTBE has bean widely used in gasoline since 1979, providing excellent Aid per- 
Bw wiawna ^nii significant public health benefits. Aa cme of the innovators in ootygen- 
ate technidogy, we have conducted extensive testing on the perfitrmanoe and use of 
oajganateB m gasoline and were among the first to diacovor the oniaaion-reductlon 

"tb of these fli^. 

B first used to help reduce veUde emlaeions In Colorado In 1987 



lie success of this proimun and the growing recognition of the benefits of 
cgqrgenates led to similar eobrts in other western states and ultimately to tha na- 
tiniwide coy fiiels and RFiQ programs in the Clean Air Act Thia baa not been an 
effbrt unique to the U.S. Oxygenated fuels are used in numerous countries. Specific 
programs in areas as diverse as Mexico City, Korea, Finland, Ihailand, Malavsia, 
to mention a few, are using the benefits of o^ fuels to help clean the air in uiese 



^le benefits of using oxygenEtes in gasoline touch a number of areas, including 
public health, the environment and altemativa energy use. The micceae u the early 
og^jgenata programs, tarmtinf carbon monoxide, dramatize one of the major advon- 
tagaa of these fUab: speoficaDy, they provide immediate benefits, without the need 



t changes in enj^ne tschnol<^|^ ot fliel diatributton nstraia. ^le imprave- 
in en^e and fbel mtan dwign hy US autranaken nave ted to significant 
ims In vstalds emlsnons, these teduudoglGsl dianges will take years to have 
their fkiU iimtact because of the gradual turnover in the oo-nwd vdiide fleet Ifow- 
tma, dean fual programs, like RFO, provide an Immadiats benefit fay improiving tiui 
fUtrfintH^m. thus iMudng pollutants fiom every vdiida m the road, with the first 
fiU-ap. 

Hie use at osjrgenates In gasoline helps to reduce evei; m^for critoia air pollut- 
ant: caibao moiModde, osone fi>nning hvdrocaibons, NOx, suliiir ooddss, psrUoilates 
and lead. Tbm» pollutants pressnt vanous healUi haxaids, rsn^ng fhim sye liilta- 
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tlon ta uthnu to haait dti— ■« and Mrtoin forms of cano 
of RFO, the UN of dMn Aula hai >lio boffun to redui;^ ^. 
bnuoM, • known humui caidnogm which is preuii>L ... 



Tho boalth impact of Hum imBromments ^ 
will holp til* mora muitivo monibon of the p 
ud muor dtiuni. 

In iddltloB to thoM attieal mvironinentai . 
othor oxyBonatw aJao help maat other mi^' 
in tbo UM of tbnign all nippUaa. Over 80' 
from domMtlc natural rwourcw, displ^ 
ciudo oil by nu^ 200,000 burele p«: 
alio halp moat alurnadvo watm lar 
Aiolod vahiclM. Dm CongTMaional Re' 
hava and will hava fbr at laaat the nc 
Iha nation'! dapandanea on tanagn 
rantly balng conaidarad. 

Tha uaa of daanar buininB; gay 
Compand to programa Uka Eini: 
maintananea, tha uaa of RFG d- 




Ineonvaniancai Uka waitinB in 
vantan at a tima whan the '. 
Into thalr penonal Uvea. 



in Novambar, 1S0S the O 
to haip raduea narmAil wn 
bw prablfliiM, thia progrn) 
IntiMucad. Tna raaulta v.- 
of vlolationa of tha carlw 
waa Iliad (br tba tlrit tii 

Ai with tha wintartit 
try haa baan wall n-< 
but atvan tha magnit 
tha lack of infttrmnti 
hava aurikead are m 

Waa— In aome m 
aharp prica innvll^. 
aftw tnla initial c 
vantlonal naoli 
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Btatth oompbmitt—AM m m^Jor producv, w* hsve ba«i most conccnwd b; reports 
in the n«wa nadia and from cartaln connunara that ara attributed to the use of 
If^BB, ailmmts rangliis tkant headaches te t y n liijtatfaiii f»'^ ff—f l^st ma u&* 
ph««iMi ^ vou thatiralu those complslnts hare bssa HiwHtd to mly a Cnv of the 
anai Uiat nave used MTBE, our Indus^ has takeo them anioualjr and raspmided 
immedlataly, in mopatatlon irith the US EPA and other healfli ageodas, to study 
than dtorra^lily. I am pleased to report that all of Umoo ttiidits <wlm<<w£ ibt most 
recant stuA Tt ar ths D^srtment ot Health in Wsemsin, have uown no connection 
between HTBE an tbsos sUmsnts. 

J want to smpTiBSlw ths fkct thst most orsas rf ths coontiT, from Bosbm, to Dal- 
las to Los Angwee, even hare in ths Waiihington, DC area, inbodnced RFG uiis year 
wiOi little, if any, public concenu. In theee few areas that eDarienced intioduetotjr 



it of sflbrt thst has been put 
m«> leaiisii iiiin me saie^ oi proauns uss ahuk. tisalth testing of ICTBE btyan 
In 1969, and over 44 studlee during the 7Va and Sffe have demonslratad the praouct 
tobesa&. 

Between 1987 and 1993 our industry spent onr 93 Ji mUBan to eonduct additional 
tsMing Ml MTBE in ■wt»i*l« to insure tttat the wideqmad increased uss of 
o^Fgenatee In dean ftiel programs would not preeent new boimi risks fi>r the public 
Sum that tlnw an additional $4 million has been spent addrsssing acute health la- 
aoes. 

Our Industnr has embariced m additiimal long tenn heelth atudlas, istimstfrtl to 
cost another ^.8 million over the next three yaars. to flirtiMr support ths already 
extandvo data bass iMeb shows MTBE to ba safe ibr use of UTBE in JiBoUns. 
Tbsrs Is ths potential that addltimal studieo may vet ba requin ' ~ ~ 
undentaod and support ths need to do tberaeearc a naeeeeaiy fa 



n jasolins. 

Thsrs Is ths potential that addltimal studieo may vet be requ ir ed by the EPA. We 
undentaod and support ths need to do tberaeearc a naeeeeaiy to ensure the sa&^ 
id the public. We b«iavs the woi^ already done eubetantlatea the ssft use of MTBE 



Is f fftH" Is sa& and that there is elim a point where die a^uiditure of scarea 
raaearch dollars bouiflta Cnrar and f^wer people. 

One laaaon from this is that both Industry and the US EPA need to do a better 
igl} of i w Oyimi i tiig the public vriien implementuig major environmratal Initlatlvee like 
us EFGwogram. ACC Ibr its part has supported efiorts by the Clean Fuda Devel- 
opment Coalitiui and the Osmnnated Fuela Aaodation in dlstzibuting infinnation 
padato, sladng local infixmafimal oda and aettin| vp ahodina for ooasuman to 
call Ibr addltloaal infbrmation. Our experience In euitf areas haa ahown audi lnfi>iv 
matlen, along witii the bmefit of time, Is most e fl b cU ye in addieasing negativa em- 
escna. 

Wa bd the introduction of the RFG program to teiw of milUixw of Amnicans this 
year has been a malor ii ii < ass Batter dusnnination of i»ft>^nftaHn« to oonsumers 
would hava h^nidBut aipariance has shown peopla Uiat tbsse Aids poftrm well 
and wa anaet me inqtrnvwaants in air quaU^ to bo as dramatie aa theee seen with 
tiie vrinterama carbon moooxida sraeram. 

Hie moat serious proUam the RFO program Cmos is from these who would diongo 
It fbr politieal reasons or In a knaa-Jarii reaction to complaints from miainfbnned 
madia or a fbw consumers. Ellbrta to continue to supp or t the admlnistretion'i Re- 



nawable (tanen SequIreniMit will only crests additfanal uncartainlles in ths mar^ 
ka^laoe snd encourase others with spedal imeiaata to aedt didr own bvora. From 
our parapactiva, tha ItOR ia not neodad to enaura coaapatttkm in the amvenatea 
manetpuce. In 1989, In an effort to widen the dtotes <tf ongMmtes avsilabia to re> 
flnart, wo began the proceas of commerdalixlng the use oc ETBE In gasoline. This 
•tiianol-basedooTgenate haa hitter octane and lower valatOf^ than UIBE and Is 



ttLSt fldl ^■MwwMwti'l allgf fj im of 

' MS In rdbrmulatsd gaso- 
market sharea or spadal 

. a to support ths concams of others from inifaisliT about the need 

fiir fnirktt ataUUty and ontsinty. Our Industry has iovasted ^tf^s of doUan to 
provide the oxygmates needed to make RFG. llwas invaatmanta ara undermined 
iriian rules era nanged or not enfbrced a fow montha aflar 8tart«v. 

We need assurances that theee induatriea wfU not risk losing the capital Invastad 
ta Inqilament the program. Not only is ths ersdIUlity m * 4 confidsnca In public ofB- 
dsls at rUi, but so is ths benefitsuiat would accius to the puhUc from ttie cleanar 
air thia prog-am promises to provids. 
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tlon to uthma to heart diseaae and certain forms of cancer. Wth the introduction 
of RFO, the UM of clean fljele haa elao beeun to reduce other air boma todes Ilka 
bentene, a known human carcinogen whicn la present in evaporative and exliaust 
emissions. 

The health impact of theae improvementa wUl benefit all of ua, but partlcularijr 
wiU help the more sensitive memMrs of the population: joung children, asthmatin 
■nd Buuor citizens. 

In addition to theae critical ravironmentBl and public health benefita, iSTBB and 
et2ier o^rgenates also help meet otiier major national goals, spedficalhr reduction 
In the use of Ibreign <ril supplies. Over 80% of tlw oxyKaiiatas used In the US come 
ftom domesUe nuural resources, displacing the need for imported gasoHne and 
enide oil br nearir 200,000 barrels per day. Blending cn^jenataa ineasollna can 



fbelad vehidea. The CongreadtmaTReaMrdi Service eatJmatea that oxygenated fUela 
have and will have for at leaat the next 2S yean, « much greater impact in reducing 
the nation's dependence on fordgn <dl supplies and all of the alternative fiiels cur- 
rently being considered. 

Thb vat of deaner bumlna gasolines has ot2ier added advantagea (br eonsumers. 
Ctnspared to programs like Employee Trip Reduction and enhanced Inapection and 
maintenance, the use of RFO does not mw a cbanae in Ufe-s^le baUts or Impoae 
Inconveniences like waltiiu in line at atate inspection centers. TUs is a n~' — ' 



. - .^ r_ 1 about more gover 

Into''-' •" - 



» a cbanfle in Ufe-s^le baUts or impoae 
e inspection centers. TUs is a majv ad- 
Mmed about more government intrusion 

In NovuidMr, 1992 the Oxygenated Fuels program was implemented nationwide 
to help reduce nariaflil wintertime carbon monoxide pollution. Despite proUems a 
fbw problems, this program waa well reedved In moat at the 86 areaa where it waa 
Introduced. The remilts were even more Impressive, a 90% reduction In the number 
of violations of the catbm monoxide air qiuUty standarda in areas where this fiiel 
waa used for the flrst time. 

As with the wintertime oqr-Aiels 

aiy haa been well recdved. There 

but given the magnitude of the program 

file lad of infoimation available to the public about Hie program, 1 
have auifiwed are understandable. Let me addreaa theae m wder. 

Prict—ln some areas, during the early weeks ctf the program, there was a fairly 
sharp price increase at the eonaumor levd ttf up to lOf/gal ui aome areas. However, 
after this initial phase, we have seen the price differential between BFG and con- 
ventltmal gaaoUne doee to the initial estiinatea of 3-6(/gaI, and even leaa In atms 
areas, as we mgriEetplace has been able to a4just to the new supply and demand 
pattema presented by tbia program. What haant been mentioned Is that the RFO 
program basically a^anded the U.S. Gasoline pool by about 6%. This has the Im- 
part throucg simple aupplv-demand fundamentals of lowering gasoline prices to the 
it Is, the real cost of the program has likely been overstated. 



been some problems in a couple of areaa, 
covering 30% ti the U.S. gasohne pool, ana 
public BDOut Hie program, the concerns that 



on fliel econonqr. 



Fiul tetmomy — Years of studies have shown oqrgenatea to have ■"^niffinl impact 

._ .__. j^^ generally less than 2-3%. However, both the o^ fiiela uid RFO 

,--„ _e Implemented In the winter. Wintertlnie fbel economy is generally 

worse than the Fall and Summer. The combination of Aid volatility diangee to en- 
sure better cold weather starting, longer engine warm-up times, poorer road condl- 
tlona and more frequent uae of vehidea fi>r shorter trips can result in as much as 
a 16% decline In fbel econ<nny. Because of the media attention and the wlntotime 
implmentatlon. It la undersundabte that consomers would associate this loss in 
ftial perfbrmance with this new program. 

In response to consumer concerns, additional atudles have been conducted, vui^ 
ing theae Bgures, the moat recent by the EPA in Wisconsin. A review of fuel con- 
sumption figures (br the stete of New Jersey, where oxygenatea were in use stete- 
wide during the wintn since 1992, provldea the broadest confirmation of the email 
Impact aqrgenatea have on Aid consumption. 

— : 1 mL — ^ijj. ug automakere have endtoaed the uae of HFG 

-.-uuMe to new car owners. Extensive tasting since the 

S to perfoim eflectivelv in all engines with no concerns 

. about materiala fimnd In tati systems or overall performance. While certain bi|^ 
peififfmaDee englnea, esMcIally those used in anowmobllaa, may require minor ad- 
jnstinenta, a studv by tne Pwtable Power Equipment Manufbcturera Association, 
reiwessntlng the Z-cyde engine Industty, has loimd no perfbrmance problema from 
the use of RFO. 

"Ru American AutomoHle Association, representing nearly 40 miUioc 



impact a^genaies nave on luei consun 

Riama perfitrmanot—Tbe major US 

and nave recommended Itspuruuue U 

lato TVs haa showti HTBb to perfom 
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these enuBsions can worsen ozone smog depending on the mix of 

Sillutants and climatic conditions in a particular locality. Imme- 
ate action is needed on the rule because companies are already 
beginning to make investments to comply with it. It simply doesnt 
make any sense to pay these costs which consumers will ultimately 
have to bear when the result may be dirtier air. 

Second, the administration should give up mandating ethanol or 
otherwise manipulating the marketplace to boost the sales of any 
single fuel over others. Fve got some comments on that, but as you 
are not covering that, I will skip ahead. 

Finally, EPA needs to establish an orderly procedure for areas 
which have opted-in to leave the RFG program. The last-minute 
opt-outs last year were unfair to companies who have invested mil- 
lions of dollars to bring new fuel to those markets. Last week, the 
agents proposed an opt^ut procedure, but it is not adequate. And 
I hope you will come oack and give me an opportunity to respond 
to wnat Assistant Administrator Nichols said. I didn't think it was 
either open-minded or thoughtful, and Pm concerned about it. It 
doesn't provide companies with nearly enough lead time to change 
fuels. 

Three components must be part of the opt-out procedure: there 
must be a formal request in writing from the governor, the request 
should be published in the Federal Raster as a rulemaking invit* 
Ing public comments; and EPA should evaluate the impact of the 
request on the RFG program and make any necessary a4justments 
to it before the request is granted. 

Every opt-out decision should take into account both the invest- 
ments made by the companies and the logistics of changing fuels. 
Companies must have time to adjust. 

In conclusion, the oil industry got RFG off to a good start and 
continues to support its use where cost-effective. However, the im- 
provements I've outlined are needed to make the RFG program 
tfdrer, more flexible, less costly, and more effective. And I finished 
within 6 minutes. 

[The prepared statement of Charles J. DiBona follows;] 



Thank you for the opportunit^to talk about RFG. 

I want to diBcius when thellFG program stands tod^r-then talk about how we 
can make the program operate more smoothly and coat-eCfectively in the fiiture. 

Despite a few rough epota, the RFG program has been succeMfUlly implemented. 
U.S. oil companies have worked hard to make this happen. 

TheyVe spent billions of dollars to modify refineries to make RFC. They've spent 
mUlions on research. TheyVe secured the huge supplies of oxygenates required and 
dealt with the uncertainty of EPAs contested ethanol mandate. They've made last- 
ndnute adjustments when three states decided that they didn't, after all, want sev- 
eral counties to participate in the program. ThqrVe gotten RFG to market on time 
daqiita Qie unanticipated problems caused when flooding shut down a major pipe- 
line in Houston in the Fall. And, during the rdlout of RFG— when concerns were 
voiced about the new ftiel in a Uiw places th^r^re answered those questions and sup- 
ported RFG, when the government responstble seemed unprepared or reluctant to 

dOBO. 

Host of the questions about RFG have been resolved. RFG does cost more to 
make, but consumers in most places are only paying about a nickel more per gsl- 
lOB— about what EPA estimated. RFG is providing about one to three percent fewer 
milee per gallon— but this was expectod given the f^l'e lower energy content And 
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RFG doea not inctvaw healtli riaks. Spedficallv, aa a recent atate health atudy con- 
cluded, it^B not reaponaible for the alleged healUi problems attributed to it 

Currently, RFG compriMS about one-fourth of the gaaoline sold in the United 
Stataa. I want to emphaaiza that RFG may not be coBt«Qective ereiTwhere. But if a 
deuiy coat-eljfective for oreaa with the moat severe oione smog problems-and much 
man afibrdaUe, practical and convenient than alternative fuela. 

The oil industry will continue to tiy to make and maiket RFG where if s required. 



the summers beginning in the year 2000. Thia reduction goea well beyond ^e re- 
quirementa in the Clean Air Act trtiich only prohibit an increase. Moreover, the en- 
vironmental benefits of reducing nitrogen onde emiaaiona are questionable. EPA it- 
aalf haa recognized that reducing these emissions can wonen ozone amog, depending 
on the mix of pollutants and chmatic eonditiona in a particular locality. Immediate 
action is needed on the rule becauae companies are already beginning to make in- 
vestments to comply with it It simply doean't make any aenae to par these costs, 
which consumera will ultimatelv have to bear, when the reault may be dirtier air. 
Second, the Administration should give up mandating ethanol or otherwise ma- 
nipulating the marketplace to boost tne sales of any single fbel over others. EPA 
is wrong to want to appeal the courf a deosion rdecting the renewable oxygenate 
rule. That rule cant b« justified, and an appeal vould prolong the uncertamty fin- 
all partiea involved. Ba^ when the 1990 Clean Air Act amendments were being 

^f^^^tA^t^A *.\,* ^1 l-kJ.-^t*— *< 1-*>>.^1,. M^.k.^*.hJ *k* O >u..uu«^ .MPVHHhn ■Mm.»; — M*^* fpp 



to make the best fiiel we know how, not "government gaa." The fact ia that today 
a lot of ethanol Is being used in RFG. A mandate ia completely uqjuatiSed. 
Finally, EPA needa to establish an orderly procedure for areas, which have opted- 



in, to leave Uie lU^'G program. The last minute opt-outa last year were unfair to 
companies who had invested millions of dollars to bring the new fuel to those mar- 
kets. Last week, the agency proposed an opt-out procedure, but if s not adequate. 
For example, it doesnt provioe oompaniea with nearly enoi^ lead-time to change 
fUels. 

Three ccmiponents must be a part of the procedure: There muat be a formal re- 
quest in writing ftom the governor, the request should be published in the Federal 
Re^tter aa a rolemaldng, inviting public comment; and EPA should evaluate the 
impact of the request on Qie RFG program and make any necessoiy adjustments 
to It befbre the request is granted. Every opt^«ut dedaion should talcs into account 
both the investments made dv companies and the logistica of rtianging fUels. Compa- 
nies must have time to o^juat 

In conclusion, the oil indusby got RFG off to a good start and continues to sup- 
port ita uae where coat«f[ective. However, the improvementa Fve outlined are need- 
ed to make the RFG program fUrer, more flexible, less costly and more efiective. 

Mr. Barton. Thank you, Mr. DiBona and we appreciate your 
timeliness. 

We will now recognize Mr. Samuel T. Ewing who ia with Ashland 
Petroleum Company and here today representing the National Pe- 
troleum Refiners Association. 

Mr. Ewing. 

TESTIMONT OF SAMUEL T. EWING 

Mr. Ewing. Good morning, Mr. Chairman. I am Vice President 
of Regulatory Fuels for Ashland. I have been involved in both the 
RFG regulatory process and the development of Ashland's RFG re- 
finery and marketing strategies. Today I appear before your sub- 
committee representing the NPRA. 

The RFG program is a mEgor component of the 1990 Clean Air 
Act amendments. Its successful introauction this past January was, 
and continues to be, a h^h priority for the domestic refining indus- 
try. While there has been some concern raised about various as- 
pects of the program, we believe it will achieve substantial im- 
provements in air quality. 
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Now, it is important that the EPA, the refining industry, and the 
Congress assess the strengths and weaknesses of the program to 
ensure its continued success. As we all make this assessment, we 
must be mindftil of the costs of this regulatory program and work 
together to make wise environmental investments. 

liie main points I would like to address this morning are current 
issues such as the ethanol mandate, foreign refiner baseline, opt- 
outs and future issues that require additional action. I would also 
request the subcommittee include my written statement as part of 
the official hearing record. 

Mr. Barton. Without objection. 

Mr. EwiNG. The final rule for reformulated gasoline was the re- 
sult of very ^rtensive negotiated rulemaking called Reg Neg. NPRA 
was directly involved in this process and signed the formal agree- 
ment in principle which established the basic fi-amework for the 
final regulation. 

One of our principal goals is to achieve a level of certainty in 
which refiners could begin to plan invest and construct the nec- 
essary equipment to meet the new requirements. In spite of the re- 
solve of ^e domestic refining industry to successfully implement 
the RFG progr£im, politically motivated amendments to the final 
prt^ram, plus a ponderous regulatory process, created tremendous 
obstacles m meeting progrfim requirements and deadlines. 

With regard to ethanol, NPRA is pleased with the recent ruling 
by the Court of Appeals for the District of Columbia Circuit which 
held that EPA lacked authority to promulgate a rule imposing an 
ethanol mandate for RFG. 

While several NPRA members use ethanol as their oi^rgenate of 
dioice, NPRA does not support the government mandating gasoline 
components. 

Now, there are indications the administration intends to pursue 
farther legal and legislative avenues to revitalize this unwarranted 
subsidy for the ethanol industry. NPRA also continues to oppose al- 
lowing foreign refiners to establish their own baselines and believes 
this would pose a threat to our national environmental standard. 

On opt-outs, as you know, since the introduction of the RFG pro- 
gram, several states have requested to opt-out areas of the RFG 
programs. Unfortunately, the RFG regulations issued in December 
of 1993 did not include procedures for opt-out. 

The last-minute stay of the RFG requirements in some areas left 
the petroleum industry exposed to severe economic losses and ongo- 
ing uncertEunties. While EPA has finally proposed an opt-out proce- 
dure, we believe it further exposes the refineiy industiy to possible 
fliture economic losses. 

NPRA continues to be concerned that many of the refiner base- 
lines required for compliance with the RFG and antidumping pro- 
gram have not yet been approved by EPA. NPRA believes that EPA 
must review and make adjustments to the enormous reporting and 
recordkeeping requirements to the RFG program. The various sam- 
pling and testing provisions of the RFG program adds complexity 
and confiision in the marketplace. They are expensive and add no 
environmental benefit. 

Future phases of the RFG program, such as the introduction of 
the complex model in the year 2000 Phase II standards, will be 
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more challenging and costly. NPRA. believe that the Phase II per- 
formance standards need to be reassessed to assure that future re- 
quirements are based on current and more reliable air quality data 
and accurately reflect the risk and benefits posed by emissions. 

Of particular concern is the Phase II NOx reductions. EPA's re- 
quirement to reduce NOx emissions by 5.5 percent by the year 
2000 was not part of Reg Neg. The Clean Air Act estabfishes a no- 
NOx increase standard which the industry accepted. Sound science 
and cost-efTectiveness should guide us in achieving NOx reductions. 

In conclusion, the refining industry has invested billions of dol- 
lars and will require billions more in refining and distribution fa- 
cilities to produce future phases of RFG. The refining industry only 
asks that it continue to be allowed to provide RFG in the most cost- 
effective manner without artificial mandates, special treatment, 
and excessive regulatory compliance burdens. 

Thank you. 

[The prepared statement of Samuel T. Ewing follows:] 



L INTRODUCnON 

Good mominK. I am Samuel T. Ewing, with the Ashland Petroleum Company, a 
diversified corporation and leading independent refiner of gasoline and other petro- 
leum products. As Vice President lor R^ulatory Fuels, I have been involved in both 
the BFG regulatory process and the development of Ashland's RFG refinery and 
marketing stratedea. Today, I ap^ar before your committee r^reoenting the Na- 
tional Petroleum Refiners Association (NPRA). NPRA is a national trade assodation 
whose membership includes virtually all U.S. petroleum refiners, large and small, 
■s well as petrochemical manufacturers using processes similar to those in a refin- 

NPBA appredatea the opportunity to appear before the Subcommittee on Ovar- 
■ight ft In^rastigations of uie House Commerce Committee to discuss the Environ- 
mental E>ratection Agency's reformulated gasoline program. The RFG program is a 
m^jor component of the 1990 Clean Air Act Amendments. Its successful introduction 
this past January was, and continues to be, a hig^ priority for the domestic refining 
Industry. While there has been some ixmctsm raised about various aspects of the 
program, we believe its introduction has been succeasRil and wiU achieve substan- 
tial improvements in air quality. It is now Important that the EPA, the induatty, 
and the Congress assess the strengths and weaknesses of the program to ensure its 
continued success. As we all make this assessment, we must be mindful of the costs 
of this regulatory program and work together to make wise environmental invest- 
ments. 

n. THE RFO PROGRAM 

The RFO pron-am invdves two phases of reformulation severity covering the peri- 
ods 1996- 1W9 GPhase I) and year 2000 and beyond (Phase II). Phase I establishes 
pvfbrmance standards requlnng a 16 percent reduction in emissions of VOCs dur- 
ing the high ozone season, prohiUts increases in NOx emissions, specifies at least 
2 percent oxygen and no more Oian 1 percent benzene content All heavy metals in- 

ust be removed. 

Q performance, the regulations require that the qual- 
' iorate fivm 1990 levels. Also, by separate but 
^ _ it have a Tninimnin level of detergent additives 

ta keep engines dean, and lead will be banned fi^nn all gasoline as of January 1, 
1996. 

Phase I initiBUy relied on a "simple model" approach in order to provide refinen 
with adequate time to fiilly reformulate gasoline. The simple model, apphcahle dur- 
ing the pmiod 1996-1997, relies on vapor pressure, benzene and aromatics limits 
and a minimum onrgenate level. All other gasoline jMrameters are limited to each 
refiner's 1990 boseune values. B^[inning in 1998, KFO must be certified based on 
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a complex model which incorporsteB VOC, NOz, and tozlc emiasioii impact! of eig^ 
'" — unet«n, 

G program aignificantly lncrea«M the severity of refbnnulatlon. 
■)* -__«.* _j.._M.». ,n VOC emiasiona, 6.0 percent reduction 



To implonent the RFO pronam, the domesde refining induBtr? has had to change 
apenting procedurea, make plant modificationB, and obtain new procesa equipment 
to adileve the new oqrgenate, vapor pressure, and benzene apedficationa^iiil emia- 



_ , I RFG would be 4 to 6 cents higho- 

ttian those tor conventional gasoline. In testimony briwe the Commerce Subcommit- 
tee on Energy A Power last (Ul, EPA etat«d that the increased production and dis- 
tribution cost ofthe new fiial would be 3 cents to 6 cents per gallon in 1996. 

Tbe cost of meeting Phase I simple model requirements represents only a small 
portion of the total cost of the reformulated gasoline program. E^iture expenditures 
and riaks associated with meetiiu; the Phase I complex model and the Phase H 
standards will increase well beyond those of theinitulRPG program. 

m. CUBRENT RFQ ISSUES: ETHANOL, FOREIGN BASELINX, AND OPT OUTS 

The final rule for reformulated gasoline was the result of a very extensive nego- 
tiated rulemalring (Reg N^) process. NPRA was directlv involved in this process 
and aigned the rarmal Agreement in Principle which established the basic fisme- 
woik mr the final regulaaons. One of our principle goals was to achieve a level of 
certainty in whidi rcSnera could begin to plan, invest, and construct the necessary 



In spite of the resolve OC the domestic refining induaby to successfully implement 
the RFG program, politically motivated amendments to the final program plus a 
pondoxMia r^ulatn? procesa have created tremendous obstacles m meeting pro- 
gram i«quirements and deadlines. There were extraordinaiy delays in the issuance 
c^thefinalRFGrule which waa finally published less than a year prior to its effec- 
tive data. The Administistion's continual tampering with the RFG rule increased 
uncertainty in the refining industry. NPRA was eapedally concerned with the etha- 
nol mandate and tiie foreign refiner baseline orc^oaala, both of which were pub- 
lished after the final rule was issued. Neither 01 these propossls were agreed to dur- 
ing the Reg Neg process. 



mth regard to ethsnd, NPRA is pleased with the recent ruling by the Court of 
Appeals tar the Diabict of Columbia Circuit which held that EPA lacked authority 
to promulgate a rule imposing an ethanol mandate for RFG. The court's undd^ng 
of the etunol mandate should eliminate much of the uncertainty. While several 
NPRA membere use ethanol as their o^rgenate of choice, NPRA does not si^port 
ibo government mandating gaaotine components. Mandates often result in unin- 
tended adverse consequences and high costs to refiners and consumers. We had 
hoped Uiia recent court dedaion would close one of the chapters in EPA's book ot 
uncertainty for the RFG program, but there are indications tiiat the Administration 
intends to pursue fUrther legal and legislative avenues to revitalize this unwar- 
ranted subsidy for the ethancd industry, which even EPA has admitted is harmful 
to the environment. 
Foreign Reiner Baseline 

NPRA has submitted comments to the U.S. Trade Representative's Office as it re- 
sponds to Brazil's and Venezuela's challenge before the World Trade Organization 
that EPA's foreign refiner baseline requirement is discriminators and violates U.S. 
obli^tlons under the General Agreement on Tarifis and Trade (GATT). Venezuela'a 
desire to set a baseline less stringent than the statutory baseline was rejected dur- 
ing Um Reg Neg proceedings. Allowing fbrei^ refiners to establish their own base- 
lines, which even EPA has said would be difficult if not impoasible to verify, would 
pose a threat to our national environmental standards. We believe each nation is 
entitied to take measures to exclude imports which do not meet tbe environmental 
standard set for its domestic industry. 
OptOuU 

As you know, since the introduction of the refi^inulated gasoline program, several 
states have requested to opt out of the RFC * " ~ " 

RFG program approached, non-attainment a 
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Q pragruna. NFRA members had in eood &iui expended ngnmcant effort 
t urge nuni of money to Implement the RFG program in t£eae and other 
ireai. The last minute stav of the RFG requiremenls left the petroleum In- 
posed to severe ecoDomic losses and ongoing uncotainties. 



. -. ,, „ in Decembsr 1993 did not In- 

luiu procedures for opt out EPA notified these states of the Agents Intent to 
(Erant thor requests following a rulemakins process, and In the meantime stayed 
Uieir HFG programs. NFRA members had m good fidth expended significant effort 

and apent fr~ ' '* ' — ' ' """ — ~ — <- -r j .^l,^ 

covered arei 

duaby expoeed t( - r 

In genual, the petroleum industry is not opposed to states being able to opt out 
of the progrun. However, if opt outs are permitted, they must be done in an orderly 
and structured way dedded after a thorough, complete and open rulemaking proc- 
ess. The industzy recommends that a Governor, not his deeisaee, be required to for- 
mally submit any request*. While we are encouraged that EPA finally sinied tiie 
proposal to establish an opt out proceea, it has taken more than five monus ainra 
the first opt out request was maiM. This time-lag has again caused unnecesaaiy v_ 
certainty for the industry. Furthermore, the projMsal falls short of providing the 
level of certain^ required for the magnitude of mvestment involved and does — * 
allow adequate time to adjust to changes required bv RFG opt out dedsiona. 

More recently the RFG program has come under the scrutiny because of some ___ 
BUhstantiatad RPQ health and performance complaints by dtuens. NPRA member 
companies worked with EPA. ei^iine manufacturers, and oxygenate suppliers to ad- 
dress the specific concerns ofdtizens. Studies sponsored by ue Agency and ' ' ■-'■— 

reported no link between reformulated nsoline and health problems, and ' 

able to identify unantidpated engine penininanca proUema resulting from RFG use. 
The level of complaints have atnce oi mini shed, but not disappear^. The industry 
is supporting ongoing investigation of these concerns. 

IV. FUTURE ISSUES: BASELINE COUPLUNCE, RECORSKEEPINO, PHASE n 

Despite some initial uncotainties and consumer concerns, industry has sueceas- 
f\iUy implemented the first phase of RFG. Subsequent phases of the program, i.e., 
introduction of the complex model and Phase II standaras, will be more cullenging 
and coatlv. To be successful, induatiy must have greater lead time and certainly, 
and should not be burdened vrith unnecessarjrregulatoi7 requirements which pro- 
vide little or no environmental benefit. As RFG costa inosase and air quali^ i]~ 



ir refcmnulation. 
M /or Compliance and Anti-dunging 

NPRA continueB to be concerned that many of the refiner baselines required for 
compliance with the RFG and anti-dumping program have not yet been approved, 
and will be yet again reviewed, delayed, and momfied by the Agroqr. Manv refiners 
initiated the RFO program without knowing &r certain the standards thnr must 
meet because their haselines were not yet approved. Some still are waiting for final 
approval while others are waituig for additional EPA action before the baseUne r»- 
^^w can be initiated. 

Refiners may be facing additional uncertain^ with respect to their baseline. We 
understand tiiat after more than five months into the program, EPA's OfBce of Com- 
pliance has notified a number of refinera of its intent to audit the basdtoes devel- 
t^td and previously approved. These baselines were reviewed by E^A approved 
auditors and independent EPA contiactors. NPRA is concerned about the exeeaaive 
baseline review and, more importantiy, about the potential reversal of agreed upmi 
interpretations of the rules during the initial baseline approval process. Companies 
have reported inordinate costs to wtain baseline approval. 
Enormottt Bookkeeping & Recordkeeping Requiremgntt 

NPRA believes that EPA must review and make adjustments to the enormoua re- 
puting and recM-dkeeping requirements for the BFG program. The various sam- 
pling and testing provisiona of the RFG program add complexiQ and confliaiDn in 
the maricetplace and ralae additional concerns. Quarteriv batdi-t^-batch reporting 
and independent sampling and testing for each batdi oi gasoline add unnecessary 
burdens and costs. The test methods and enfi»«ement tolerancaa rely on tmproven 
rather than industry accepted methoda and do not reflect test accurades. M of 
these requirements are expenaive and add no environmental bmiefits. 
Pkaee II SequiitmenU 

Many unanswered cmestions remain rmrding future requliementa of the RFG 
program particularly tnoae that relate to Phase II. NPRA members are committed 
to uie continued succssa of the RFQ program. However, considering the Initial re- 
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sponae to RFG bjr acaaa oonmimen, NPRA bellevH that Phase II performaiiM stand- 
ards QMd to be ittosaessed to ensure that future requirements are based on curtent 
and more reliable air quality data, and accurately reflect the risks and benefits 
posed 1^ emissions. 

Of particular concern is the Phase II NOx reduction. EPA's requirement to reduce 
NOz emissions \nB£% fin- yesr 2000 gaaoline was not port of the M^otiated rule- 
maldng pitweaa. The GAA statute established a 'no NChc Increase" standard wbicb 
the industiy accepted. We need to assure the use of sound science and cost etlective- 
neaa in odueving NOx reductions. The contribution oi motor vehicles to NOx emis- 
sions is deovaring compared to stationary nurcet. Other sources mw immde ten 
costly reductions. A National Academy of Sciences report on osone lormatlou con- 
cluded that in some areas of the countir NOx reductions could actually increase 
OHMie due to differences in backgrotmd VOC and NOx levels, meteorolo^, and air 
cbemisti;. 

We are sure that the Subcommittee is aware c^ the August 1993 National Petro- 
leum Council study lAich reports tliat the U.S. refining indusb^ will incur environ- 
meotal euMMllturea in excess of its $31 billion book wue. Additional NOx require- 
meota eould sulMtantiaUjr increase the cost to produce refbnnulated gasoline. We 
that Oie NFC study does not even contemplate a cost for NOx reduction for 
2000 gasoline that would require extensive new desulfiirization capad^ and 
in capital Investment 

V. CONCLUSION 

WhUe we have mrationed this several times slresdy in our statement, CAA regu- 
latory programs, such as the reformulated gasoline program must provide certainly 
to flie regulated industzy. We ax* concemeathat maiqr new extremely tedmical and 
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gram requires continued support bma EPA. 

Tbt refining industir hsa invested billions of dollars and will require billions 
more investment in refining and distribution fodlities to produce RFG. As a result 
of these capital Investments and the hi^er operating costs associated with manu- 
factiiriny and distributing RFG, the cost of making rri)>rmul«ted gasoline is higher 
than it IS for conventional gasoline. No one knows for certain the ultimate cort to 
consumers because gasoline prices reflect not only monubcturlng and transpM*- 
tstion costs, but also crude oil costs, supply, demand, and local mw;ket conditions. 
However, the clean fuels option ofilsrs a more economical approach to air quality Im- 
provement than most of me clean burning alternate fiids. The refining industry 
only aaks that it continue to be allowed to provide RFG in the most cost effective 
maimer, without artificial mandates, special treatment, or excessive regulatoiy com- 
-" — a burdens. Now Is the time for future pragram requirements to be assessed 
^ a process that Includes the entire refimng industnr, EPA, and Congres- 
iTrepreaentation that ensuiea scarce resources will not be spent unnecessarily 
or unwisely. 

We appredata the opportuni^ to testiftr before the Subcommittee and look f^ 
ward to working with you and EPA to rnoKe the RFG program a continued success. 

Mr. Crapo [presiding]. Thank you, Mr. Ewing. 

Snce I was not here for most of the testimony of this panel, I 
am going to forgo my questions and, Mr. Wyden, you have a wide 
open field here. 

Mr. WYDEN. I thank you. You all seem to be working hard to 
hold down your costs, you know, as producers, and yet as we talked 
about earlier with the first panel, there seems to be a significant 
difference between the wholesale price and the retail price of refor- 
mulated sas. 

I would be interested in whether you all as preducere have any 
theories to what is going on out there and what's behind it. Would 
anybody like to start? IVe never seen this crowd to be so bashful. 

Mr. DiBona. Well, I don't know. The mai^ns on gasoline have 
been pretty tight over the last few years including the introduction 
of the reformulated gasoline. The margins are not large. We dont 
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keep price data at the API. We don't collect any independent data. 
That IB for antitrust reasons. 

I am eurprised that you think that there is a very large ma^n 
on reformulated gasoline. And I guess what we have to do is just 
find the data. I don't think the predicate to your question exists. 

Mr. Wyden. Well, Mr. Riggs of the Department ot Energy talked 
about a 4 cent differential. 

Mr. DiBONA. He talked about a 4 cent differential between the 
price of reformulated gasoline and the price of nonreformulated 
gasoline. And the estimates 

Mr. Wyden. No, I asked him for the difierence between whole- 
sale and retail. 

Mr. DiBONA. I thought that in his testimony, my understanding 
of his response to you was he was answering the question of the 
difference between the price of reformulated gasoline and 
nonreformulated gasoline. That was my understanding. You asked 
a question. He gave you an answer. 

And then when vou followed up with your next question, and he 
explained to you tnat the answer he had given to you was the dif* 
ference between reformulated gasoline and nonrerormulated gaso- 
line. And the estimates of the cost of producing this have been in 
that range, around a nickel a gallon. So that was a consistent num- 
ber. 

Mr. Wyden. We will sort this out, Mr. DiBona but, obviously, 
what Fm concerned about is the price differential between whole- 
sale for RFG and retail for RFG. Well sort it out. 

Mr. DiBoNA. It is the marketing mark-up, and that can be deter- 
mined. We dont happen to collect the data here. 

Mr. Wyden. What we understood it to be was for RFG retail, 6 
cents higher, wholesale 1 to 2 cents higher. So we will take a look 
at it. 

Why don't we move on then to you Mr. Dineen. Your company 
makes both methanol- and ethanol-based RFG additives; is that 
correct? 

Mr. Dineen. That's correct. 

Mr. Wyden. From your testimony, it sounds like you all don't 
have much stomach for any ethanof mandate. Does ARCO believe 
that it can compete in the marketplace with its ethanol-based RFG 
additive without a mandate from tne EPA? 

Mr. Dineen. We recognize we are competing with ethanol which 
has a subsidy. We believe the best way to get ethanol into the RFG 
market is via ETBE and we're working with Treasury filong with 
a number of other companies to remove some administrative road- 
blocks that have made it difTicult to produce ETBE and get it into 
the marketplace. 

We think ETBE ia a very effective product and can be an effec- 
tive component of reformulated gasohne and that via that route, 
ethanol will get its reasonable share of that market without any 
needed mandates or guaranteed market shares. 

Mr. Wyden. Do the rest of .the panel share this view with respect 
to an ethanol mandate? Mr. Smithers? 

Mr. Smithers. Yes, we do. Number one, I think we need ethanol 
in the total oxygenate program in the U.S. We are not antiethanol. 
We are simply antimandate. 
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Mr. DiBONA. That's also the position of API. We brought the suit, 
along with NFRA, against the ethanol mandate. We have abso- 
lutely nothing against using ethanol in gasoline. And many of our 
members use it. We just believe they all ought to compete on an 
equal footing. 

Mr. Wyden. Let me ask just one other question of this panel. 
What do you think, as producers, ought to be the role for state pre- 
rogatives with respect to reformulated gas? Obviously, the gov- 
ernors have strong views on this matter. And we would be inter- 
ested in your thoughts on what you think the state role ought to 
be. 

Mr. DiBoNA. Well, we believe that in places where they have the 
option to opt in, they ought to be permitted to do that in a formal, 
reasonable way, wmch gives people ample time to respond, and 
that there ougnt to be an equally formal procedure in opting out. 
We do not argue that people should be prevented &om having that 
decision. It's just the procedures that they will need to follow. 

We think that in many areas, not all, but in many areas, RFG 
is the most effective way, cost-beneficial way of achieving the SIP 
requirements. So we don't have any problem with the governors 
making that decision. What we are concerned about is that there 
be ample time for people to properly react who have made very 
large investments. 

Mr. Wyden. Thank you, Mr. Chairman. 

Mr. Barton. Thank you. 

The Chair would recognize himself for some questions. 

Just a general question. I mean, you're the industry that's had 
to put the money up to comply with this part of the Clean Air Act. 
I take it that everybody in the associations that you represent sup- 
port the reformulated gasoline program. Is there anybody that 
vrishes us to repeal it? 

So this is one section of the Clean Air Act that the affected in- 
dustry is supportive of? I think that's important to put on the 
record. 

Mr. Ewing, could you give us an estimate of how many hundreds 
of millions or billions of dollars have been spent by the refineries 
of this Nation to be able to supply the reformulated gasoline? 

Mr. EwiNG. I can't say exactly how much has been spent thus 
far. I think the NPC has a report out that the industry will spend 
up to $37 billion by the time the reformulated program is at ite 
fiill 

Mr. Barton. Up to, but as of this date, Mr. DiBona, does API 
have any information about how much has been spent to date? 

Mr. DiBoNA. We don't have any accurate information, but it's 
several billion dollars as I understand it. 

Mr. Barton. Several billion. 

Mr. Dineen, you indicated that because of the reformulated gaso- 
line requirement, that the refine^ capacity of gasoline available is 
actually increased by 6 percent. I^iat would lead me to believe that 
refineries have added capacity as opposed to refitting existing ca- 
pacity. 

Is that your understanding? 

Mr. Dineen. What I meant by that, Mr. Barton, is by putting 
more ethanol and M7SE into the gasoline pool, we definitely I 
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built new capad^ for both of those oxygenates, you have in effect 
expanded tiie gasoline pool. 

Mr. Barton. Has the total gasoline refining capacity increased? 

Mr. DiNEEN. The total supply of gasoline including oxygenates 
has increased with this program. I don't believe there has been an 
effective increase in refinery capacity. 

Mr. Bakton. Now, I want to ask some questions and give each 
of you an opportunity to comment on this opt-out. It's one of those 
things that I don't think we really thought through when we re- 
quired areas to voluntarily opt-in. Some did and now some have 
begun to opt-out. 

You hetu^ ray comments to Ms. Nichols and to Mr. Riggs about 
recovering infrastructure investment in an adequate time frame. 
I'd like for you to reply to that. And also perhaps Mr. DiBona can 
comment on Ms. Nichols itssertion that she felt some people were 
advocating within the industry a quicker opt-out time frame. 

So I would like each of you to comment on proposed solutions on 
how we do opt-out and what should be recovered, if anything, that's 
been invested by the industry before areas that opt-in opt-out. ^d 
that's just an open question to all four of you. 

Mr. DiBONA. Well, as I indicated, I really didnt think that Ms. 
Nichols' reaction was either thoughtful or open-minded. That is, I 
thought she was working ve^ hard to defend a 30-day opt-out. And 
the arguments that she used were twofold. One of them was, well, 
somebody's going to do it. And, in fact, someone has always chosen 
to deliver RFG, so there really is no problem. 

This was in response to your point that people might be reluctant 
to make the investment in the future after having been burnt once 
or with the uncertainty associated with it. I thought that was a 
particularly poor answer because the evidence that people would, 
m fact, make the investment was made before anybody believed 
that there would be such an easy opt-out; that EPA would so quick- 
ly roll over to every political wind as they have demonstrated they 
will do. And that piece of evidence will be in people's mind in the 
future. 

Second, it may veiy well be the case that someone will choose to 
deliver the fuel. But the question is, will enough people be willing 
to deliver the fuel or will people be willing to make the kinds of 
investment that will ensure that the fuel is delivered at a low cost? 
Or will those things not occur and the chances are 

Mr. Barton. So we need some solutions — I mean, I think we 
pretty well established that the current opt-out regulation as it has 
been proposed is inadequate. 

Mr. DwONA. The point Vm making is, she gave you two answers 
and those two answers were meant to defend the notion that 30 
days of totally adequate and one of them is well, heck, people ^1 
do this anyway. And I am making the argument that that is a veiy 
short-sighted, not very thoughtfud response to your question. And 
it shows a cast of mind about this thing. 

The other argument was that some companies will want a short- 
er time. She urged that and she used the plural and it would 
amaze me if there were companies that wanted less than 30 days. 

These are competitive issues. It would not surprise me that 
someone who chose not to prepare to deliver a formulated gasoline 
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into some area would like to see a very short opt-out, because it 
would affect his competitivenesB in that area. And if that's the kind 
of person or company that came in and made that claim, it 
shouldn't be taken very seriously by the EPA. 

So we have discussed this within the API and we have come up 
with a proposal and that proposal consists of the three things that 
I mentioned: That there be a formal request in writing from the 
governor; the request should be published in the Federal Register 
as a rulemaking, inviting public comment; and that EPA should 
evaluate the impact of the request on the RFG program and make 
any necessary adjustments. Every opt-out decision should take into 
account ttie investments that people made, the very principle you 
were espousing in addition to the logistics of changing the fuel. 

Mr. Barton. I want to make sure that your industry association 
is not opposing the opt-out. 

Mr. DiBONA. No. We have never opposed the opt-out. We have 
always said that that's up to the governor. If a state wants to opt 
in, fine. If they want to opt out, fine, we have no problem with 
them doing that. But we support an orderly procedure that takes 
into account the fact that people have acted on the prior decision 
of that state to tell us that we may not sell gasoline in that area 
unless it's reformulated gasoline. 

Mr. Barton. If we adopt a mechanism similar to what you have 
just outlined, is the industry prepared to justify the incremental 
cost that would need to be recovered? Can you provide such — ^per- 
haps proprietary information in a way that doesn't compromise 
competitiveness in the market? Because I'm more than willing 

Mr. DiBONA. I don't think there has been any great debate about 
the incremental cost of producing reformulated gasoline which has 
been variously estimated at 3 to 5 cents a gallon. EPA has used 
that number. WeVe used that number. And, incidentally, it will be 
more when you get to Phase II. 

Mr. Barton. The reason I am somewhat belaboring this point is 
that it's almost a certainty now that we are going to do a series 
of amendments to the Clean Air Act. And this appears to me, based 
on this hearing, to be one of those areas that we may need some 
legislative language. 

And if that is the case, I want to make sure that we put provi- 
sions in that actually make sense and have a high degree of prob- 
ability that they would actually work if implemented. So we need 
to give some thought to timing and those things that have to be 
considered in those areas that voluntarily opt-in and then decide 
to opt-out. 

I think you would make the opt-in decision based on what the 
requirements are to opt-out knowing that if you opt-in, you may be 
committed for 2 years or 3 years or for a certain amount of time. 

My time has expired. Since this is the last panel and we are the 
last two surviving congressmen here at the hearing, time is not a 
real problem. 

I would yield to 

Mr. DiBONA. The longer you make that time, the more people are 
going to be willing to make the investment and, therefore, the in- 
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cremental cost is going to be lower, the longer you make the time 
to opt out as a condition of opting in. 

Mr. BAJtTON. I think Mr. Dineen has a comment. 

Mr. DiNBBN. From the point of view of an oxygenate producer to 
build a new world scale MTBE unit costs approximately $300 mil- 
lion and would take you about 3 years, I would hope. 

Mr. Babton. To build it? 

Mr. Dineen. The build it. And you are spending that money dur* 
ing that time frame and havent recovered anything until that 
plant starts up, I would hope that an opt-out would have a similar 
time duration. I think we're talking on the order of years versus 
the order of months as I understand the proposed policy. 

I would hope as we go forward, there isn't going to be a rush to 
opt^ut, because this has proven to be a very effective fuel, very ef- 
fective program. And I think in the future, we are going to see that 
it will be elective in maintaining attainment status for a lot of 
areas. 

So hopefully this is not going to be a problem. I think it was 
more of a problem in the early start-up phase, where we didnt get 
a chance in some states to get over some of the early hurdles that 
we have gotten over in most of the other areas in the rest of the 
countiy. 

Mr. Barton. Mr. Wyden. 

Mr. Wyden. This last round, I think, has been a little troubling 
tome. 

Mr. Barton. Do you want a full 

Mr. Wyden. No, Just one question, Mr. Chairman. 

It's almost as if you all are talking about some kind of EPA bal^- 
sitting program for the states with respect to opt out. And I think 
I want to pick up on your testimony, because maybe this can clarify 
for me, Mr. Ewing, exactly what you all were talking about. 

Now, you said in your testimony that you're not opposed to states 
being able to opt out of the program, but you claim that the recent 
EPA proposal on optK}ut doesn t give you all the kind of certainty 
that you need. 

Why don't, for this last question, you tiy to spell out what it is 
you think states ought to have to march throi^h before they can 
get out of using reformulated gas. And you have told us you want- 
ed standards. You have told us various things, but as precisely as 
you can, what is it that you would like states to march through be- 
fore they can get out of using reformulated gas? 

Mr. Ewing. We have submitted as API, and the NPRA went 
along with it, submitted a proposal to EPA on what our ideas were 
to facilitate opt-out. 

Mr. Wyden. Just tell me. 

Mr. Ewing. I'm trying to remember all the details. 

Mr. Wyden. Even a couple. One. 

Mr. Ewing. We tried to set the deadlines at a position where a 
state couldn't opt-out in the middle of the year which would aifect 
the toxics averaging. We tried to set it maybe at a January 1 date. 
We suggested that, or at the end of a certain VOC period or non- 
VOC period. 

We tried to suggest that if it's part of the SIP, that the state had 
to provide equivalent benefits, in other ways, and not just walk 
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away and say we are not going to do the RFG program and, there- 
f<»«, we are not going to meet our 15 percent SIP requirement 

I think one of the statements made earlier indicated that some 
companies preferred shorter time for opt-out. I think these first 
opt-outs were before the RFG program started and some companies 
may just want to get it behind them and go to ordinary gasoline 
before they started supplying RFG. This was not implied after the 
program started. 

Ilifr. Wtdbn. Well, I will review what you all have said, but, I 
mean — I am picking up the religion here — state's rights is on a roll. 

Mr. Bakton. Better late than never. 

Mr. Wyden. We really need to figure out what it is that we are 
going to force the states to march through before they can get out 
of using reformulated gas and I think we have to get beyond the 
talk of setting some standards and really learn what the specifics 
are of getting it done. 

Do you want to add something? 

Mr. Smtthers. Just one comment. There are two aspects of the 
timing on a decision, and I think we've Idnd of slipped over one of 
them. One is that the quicker the EPA can make a decision, the 
better. 

Then the second element ts the time allowed for opt-out if the de- 
dsion is to allow the opt-out. That is where you need to look at how 
the industry and the consumer can react to it. The problem we are 
facing now is that in December, the decision was made to let the 
counties out and we still have not heard whether they are out per- 
manently. I assume they are. 

We had the same situation with the New Jersey oxygenate in 
January. A decision was made to let them out of the program and 
they said we will study and let you know whether they are in next 
year. Next year starts in October. That's where the uncertainty lies 
and that's where the big problem is. Once the decision is made, 
^en there needs to be an orderly time to let this out. 

The statement was made that Pennsylvania New York opted-out 
prior to the progriim. That's not really true. There was a require- 
ment that all of the gasoline in storage in those states had to be 
reformulated 1 month prior to the start-up retail. The gasoline was 
already in storage in all of the states when these opt-outs came 
about. And we were required at least 3 months by the time you 
make the gasoline and get it into storage before the program start- 
ed. To do anything less than that to get out of the program seems 
inequitable. 

Mr. Barton. That is just for the consumables that have already 
been refined. 

Mr. Smtthers. That has nothing to do with the fact that you 
planned the refmery runs and make the runs at least 1 or 2 
months before that 

Mr. DiBoNA. And changed all the tankage and all the other 
things. When we have thought about this, we thought — ~- 

Mr. BabTOn. Use the microphone, please. 

Mr. DiBONA. When we thought about this, we thought about it 
in the context of the regulation, not in the context of opening the 
Clean Air Act, because that's what's been relevant to us. So these 
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sets of proposals that we are laying before the subcommittee, we 
will come back to EPA with in our comments. 

Mr. Barton. Well, keep that up. I'm not 

Mr. DiBONA. We are aimed at just having some formal procedure 
so that there was some degree of certainty. But the kind of thing 
you raise could have some benefits. That is, if you made it clear 
to a governor that if he chose to opt-in, there were conditions about 
the way in which he exited and that might include a specific period 
of time alter a decision is made to allow the opt-out. It would not, 
you know, weaken his — the local authority and we are not tiying 
to do that. 

It would just say to him, this is the condition upon which you 
can come in. You should understand that if you want to come out, 
these are the conditions under which you have to exit. There is a 
lot of reasonableness to that. 

Mr. Barton. When you go down and sign up for a savings ac- 
count, your intention is to save money. But they make you sign a 
statement that if you do early withdrawal, there are certain re- 
quirements that have to be met and you know that going in. Now, 
you may ignore them, but you know it going in. 

Mr. DiBoNA. This situation has actually been worse than you un- 
derstand because it isn't just that we have had this problem with 
people withdrawing, but there are a whole bunch of other rules as- 
sociated with reformulated gasoline. One of them was just men- 
tioned here and that is that there are a series of tests that are 
being applied. And this fuel is being sampled. 

And if we don't, on average, meet certain standards in that fUel, 
then the strictures under which we operate are tightened up. All 
of the standards are raised for the next period. 

And so when you have someone opting-out, if he opts-out at the 
wrong time, and particularly as was suggested by EPA in the early 
part of this year, that they would simply not enforce the law, they 
would not enforce the regulation, well, that was the worst of aU 
possible worlds for us because then you had some people who were 
trying to obey the rules and regulations and others that weren't. 
But the ones that weren't, you would have been measuring their 
fuels too. And they would not have met the standards. It would 
have forced up the requirement in future years. This whole thing 
is tremendously interconnected. 

Mr. Barton. Well, that's why we need to give it some thoi^ht. 
I have one final question, and I think Congressman Wyden has a 
final question or comment. I will yield to him. 

Mr. Wyden. I thank the Chairman for jrielding. I just want to 
say, Mr. DiBona, that I hope you will continue to give us sugges- 
tions for administrative approaches to clarify this role of the states 
so that my Republican colleagues dont have to write a piece of 
Federal legislation that would impose more mandates on the 
states. 

Mr. Barton. I appreciate my colleague's kind concern. 

Mr. WVDEN. Always. 

Mr. Barton. The final question that I have deals with the poten- 
tial health hazards of MIBE. 
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CongreBsman Sensenbretmer of MnBconBin indicated at the staff 
level that he had a series of queetions on that. Obviously, he is 
very concerned and I wiint to enter his comments into the rerord. 

Each of you alluded to at least the alleged or potential health 
problem assodated with using MTBE and the reformulated gaso* 
line. Would any of you wish to elaborate on that issue before we 
conclude this panel? 

Mr. DiNEEN. I would reiterate some of what I have said already. 
We think the product has been fully tested. 

Over the last 15 years, there have been over 50 studies that con- 
firm the safety of the product. But we are not standing still. 

We are tiymg to reinforce the database on the product I think 
the recent study in Wisconsin confirmed that MTBE Is not respon- 
sible for some of the things we have observed up there, and we are 
very confident that this is one of the most tested chemicals in use 
and we recognize we have an obligation to continue to do some 
tests. 

We have spent as an industry over $10 million since 1987 and 
we are planning to spend another $3 million over the next couple 
of years to fiirUier support the database, but everything we have 
seen confirms this is a safe product to use and a safe product for 
the public 

Mr. Babton. I think EPA in their written testimony indicated 
that their studies Indicate the same thing, that there have been no 
proven health hazards. I am satisfied wi^ that result. 

Mr. DiBoNA. The Wisconsin Health Department study which was 
just released was peer reviewed by sdentiste from 11 Stete heallii 
dqiartmente, fbur universities, the Centers for Disease Control and 
the U.S. EPA and they all concurred in the findings, liiis stuff does 
smell differently, no question about that. 

And there are some people that may be highly sensitive to the 
smell. You may have people with acute sensitivity much like people 
have acute sensitivity to some of the dyes we use on the fuels, et 
cetera. If that is the case, you just use a different brand. 

But to the extent that happens, and it is a fairly rare thing, and 
we have never been able in these studies to find anyone who has 
that problem in the teste that EPA has done. But as far as any 
kind of chronic or acute illnesses, we have not found them. 

Mr. Barton. We want to thank you gentlemen for your attend- 
ance and your testimony. I think we can say at the conclusion of 
the hearing that the Reformulated Gasoline Program Title of the 
Clean Air Act is one of tiie at least qualified successes. 

There are still improvements that need to be made, but it is good 
that we can do a hearing that says some positive tilings about the 
Act 

Thank you, gentlemen. VfiQx that, the hearing is concluded. 
Thank you. 

[Whereupon, at 12 noon, the subcommittee was adjourned.] 

[The following materials were submitted for the record.] 
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Prepared Stateuent of The Scwibiy o? iNDsraNDENT Gasoune Markbtbss of 



ment be indud^ in the official record of Uie heaiia^. 
SIRMA appredatee the opporttinitr to eubmit thu nAisiuoub buu wuau>cuub uuu- 
Batton, the chalmaD of uie Subcommittee, fbr calling tliia hearing. The 



^e U.S. Environmental Protecbon Airency ("EPA"^ over the past year d ___ 

close Bcnitii^ c^the Subcunmittee. Wbile eome mi{^t coll the RFG program to date 
a auceeu, it haa not been a Buceesa for SIGMA memben, for all independent guo- 
Une marketers, or fbr conaumerg. 

Throughout the IU«ulatoiy-Negotiation conducted by EPA on the final RFG rule 
(to which SIGMA ia a signatinv), SIGSU sought to aaaure that aupplies of gasoline 
fbr independent maritetn* and ctmsumers wild be plentifiil under the new pro- 
gxam. Attar the completion of the Beg-Neg, SIGMA continued to press EPA for 
changes in the draft final RFG rule that would aasure the fiingibili^ of different 
hatchet of gasoline throu^iout the distribution system, smpls supplies of both RFG 
and conventional gasoline, and continued affordable gasoluw nUM for consumers. 



Unfortunately, Oie final RFG rule, as promulgated l^ EPA, failed to alleviate 
SIGMA'a concerns on these issues. In 1996, supplus ofgaeolino are down, prices are 
up fbr oonsumera, and tlie nation's imsoline transporivtion and storam system has 
been stretched beyond capadtv 1^ ue multitude of new gasolines much must be 
segregated under the final RFG rule. In addition, actions 1^ EPA to remove certain 
areas from the RFG program and by eeroral states to change the tnMS of easoline 
that must be sold in certain seasons have added to the disarray in the RFG pro- 
gram, ezacerbatinK supply problems end ptidng distortions. 

Mr. Chairman, ue members of SIGMA are not fans of the current RFG pnwram. 
It has caused slgnificsnt financial pain for most independent gasoline marketers 
and this situation ahows no sign of aoating in the near future. 

In light of the current situation, SIGMA respedfblly asks the Subcommittee to 

j«-caumine the currer' """ '"" ' ' "* ' .i— .!._ .. _-___!__ 

the implemenUtion l 

Clean Air Act The nroblet ^. ^ ^ 

refiners m ntpiini to fbrttm refbrmulete their ^ssoline to echtove additional je- 



Clean Air Act The nroblems of Uie euirent BFGpromxa will only grow worse if 



ductions in emissions. Simply stated, if your crasotuents have disliked the higher 
prices of the Initial phase m the RFG program, they are going to like Phase II even 

n. BIOIiA AND THS CHARACTERISTICS OF ITS MgMBERB 

A Tht Atsociation 

SIGMA is a national trade association representing approximately 26 independent 
nsoline marketers and chain retailers who own or supply over 24,000 retail motor 
fuels outlets nationwide. SIGMA members operate in all 60 states. Its members sold 
over 25.6 billion gallons of motor fliel last yeer, accounting fbr between 16 and 20 
percent of the motor fuels annually sold at retail in the United States. SIGMA mem- 
bers employ over 173,000 workers nationwide, and have combined total sales of over 
$30 bilhon annually. 
B. The Place of the Independent Marketer in the Otuoline Diatribution System 



keting industry. This position has been achieved becsuss independent mariuters 
have superior tnwrating effidendes when compared to the m^jori^ of their competi- 
tors. As a result of these opovting effidendes (m., lower oveniead costs), independ- 
ent marketers can price their gasoline at a level lower than their competitors---«ira- 
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Corporation^ when it noted that independent marketers end dealers "...are the 
most competitivie factor in the industi? at the wholesale and retail leveb.* 

The rob independent mai^eters plajr in the gasoline distribution mrstem is com- 
plet^j dependent upon the existence of numerous sources of supply wr their retail 
outiete. Independent maiketers do not refine gasoline. Tiuy must purchase it from 
foreign and domestic refiners in the «4ioleaale distribution market As Ions as Hbvn 
is competition among aup^ien at the v4iolesale level of distribution, inupendent 
marketers can obtain gasoline at competitive prices and thor operating effiaeDdes 
will remain relevant. 

Naturally, refiners with retail operations in direct competition with independent 
moriceten are reluctant to sell gasoline to the independent. However, because of the 
multlide sources of supply open to independent maiketers, refiners — even those in 
diiecc competition with tne mdependents— do sell gasoline readily to independente 
beeauM each refiner knows that if it does not sell product to an independent, thore 
are numerous other refiners tiiat will supply that indepmident with pn»duct. 

In sum, the Independent maricet^v' mcne in the gasoline matteting Industry is 
boasd upon the existence of numerous sources of supply. If any of these alternative 
KMirees of supply are eliminated by any means— changes in the marketplace, gov- 
ernmental regulation, or the withdrawsj of refiners tt^ a given maricet— then the 
operating efficiencies through which independent marketers compete in the market 
«tii '■c-fippsor. When tiiese operating ^p*"'*"'"— Ji»»».»»»«. oa «nii *k<i 4njA>«**.^B«.4- 
us, te the detriment of compc 
er, and the economy in general. 



A Th« Deitni£tion of FutigibUity 

Befiwe the advent of the reformulated gasoline CUFG") program, the United 
States— and most of the rest of the Industrialized world— used gasidine with similar 
spadfieations. "niuB, the gasoline burned in a motor vehicle in Chicago or SeatUe 
was virtually identical to a gaUon used in New York. There existed in the United 



, , — /, the nation's gasoline distribution 

i^stem was the most efficient commodity distribution mtem in the world. 

On December 1, 1994, however, sll this has changed The advent of the RFG pro- 
gram has added enormous complicity to the nation's gasoline distribution mtem. 
Where as historically there have been three grades of gasoline, undw tbs RFu pro- 
gram tiure are at least 18, all of which must be tranroorted end stored separately. 
At the New Yorii HsriMr, a SIGMA member can now Duy cargoes of: regular, mid- 
grade and premium conventional gasoline; r^ular, mid-grade and premium finished 
BPO; smarato rwular, mid-grade, and premium refoimulated blendstock for o^- 
genate blending (llBOB'O to blend MTBE or ethanol to preduce finished "southern" 
s umm er RFG; and, separate rraular, mid-grade, and premium RBOB to blend 
MTBE or ethanol to produce finished "nixlheni" summer RFG. 

As stoted above, the Environmental Protection Ageaey has dieUted that all of 
these different ty^ of gasoline must be s^regated throughout the wholesale dis- 
tribulioD ^rstem. This explosion In the types of gaB(dine has Imposed a severe strain 
im the nation's pipdine and bulk storage tank systems. In some areas of the coun- 
try, particularly In the Northeast bulk gasoline storage tanks are sitting empty — 
even ss the season of highest conmuner demand fbr gasoline is atarting-— because 
the gasoline distribution system cannot supply the necessary product In other 
areas, there simply is not enough bulk gasoline storage capacity to hold the numer- 
ous varieties of gasoline mandated by the HFC and anti-dumping prasTsms. 

In essuice, the RFG program has destroyed the fungible Basoline (Sstribution sys- 
tem that has in the past been the most efficient in the worid. Independent market- 
ers, and consumers, an feeling the burden of the RFG system through reduced sup- 
plies and increased prices. 
B. Suppliea ofAU GaaoUne, Both RFG and ConverUional, Are Down 

As a commodity, the price of rasoline. both RFG and conventional, generally is 
dicteted by supply and oemand. The U.S. Departanent of Energy's Energy Informa- 
tion Administration (^lA") has reported that insoline domsnd in the Umted States 
was tv approximately four percent over the first five months of 1996 when eom- 
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pared with a similar period in 1994. Consequently, ttnle« supplies of gasoline in- 
crease to meet this demand, the price for gasoline will rise as supplies become more 
scarce. 

Supplies of ^ascline have not increased to meet this new demand. "Hie nation's 
domenic refining capad^ is operating at peak utilization rates. The high conver- 
sion portion of tiui manueseturing capacity Is operatinK at close to 100 percent utili- 
cation. As a result, thera is litde chance diat domestic refiners will be able to in- 
crease production to meet the increased demand. 

In addition, gasoline imports ara down. Foreign suppUes of gasoline have de- 
creased substantialljr in 1995. For example, during the period Januarv-Mareh 199S, 
imports of finished motor gssoline wera down 2.6 million gallons per oay, or 20 per- 
cent, firom the same time last jear, according to EIA. In 1994, a daily average of 
16 million gallons of gasoline was imported into the United States. Between the be- 
ginning of Januai7 and the end of Fsoruary of this year, this daily average dropped 
to 8.3 million (^ons, a 46 p^-cent decline. 

lliere is a simple reason for this decrease. Many foreign refinen that formerly 
eiqtorted product to the United States are simply unable to manufsctun conforming 
product for the U.S. market due to the discriminatoij standard being applied to for- 
eim refiners under the RFG rule. SIGMA warned EPA and Congress m 1994 that 
reduced supply and increased prices would be the result of the RFQ rule's discrimi- 
nation against foreign rafiners— a warning that was ignored. EIA's atatisttcs confirm 
SIGMA's predictions. 
C Cotuumera Are Paying More For All Oaaoliru, Not Juat RFO, AU The Pump 

Before the RFG program bcEan, EPA predicted that the increased costs of refining 
RFG would cause the price of gasoline m RFG areas to rise by approximately four 
cents a gallon. In an efficient market unhampered by other factors, EPA's pre^ction 
m^t have come to pass. However, as outlined above, the nation's gasoline distribu- 
tion system is no longer an efficient network of fungible commodities. Instead, it is 
a segregated, inefficient, and patchwork distribution S3ntem that includes non-tariff 
tradetwrr' " . - . . .... .... . 



P^?HW thr__„_ . 

According to Natts Pridig Report, during the first week of June in 1994 the price 
(before federal and state excise taxes) for regular unleaded gasoline at the New Yo^ 
Harbor— the primary distribution point tbr the Northeast— was 61.6 cents a gallon; 
the price for a gallon of 93 octane super unleaded was 60.4 cents. 

In the first week of June 1996, Platts remrted thst the price for a gallon of regu- 
lar unleaded conventional gasoline at New York Harbor was 61.6 cents, while super 
unleaded conventional was 68.8 cents. These prices rapresent a 10.0 and 8.4 cent 
increase over the course of a year — a 19 percent increase for rM[ular unleaded con- 
ventional gasoline and a 14 percent increase for super unleaded conventional gaso- 

'Tbe price increase for RFG is equally high. For the first week of June, Platts re- 
ported that the price of finished regular imleaded RFG at New York Haiixir was 
63.6 cents, while finished super unleaded RFG was priced at 70.0 cents per gallon. 
These RFG prices show a 12.0 cent Increase for renilar unleaded RFG and a 9.6 
cent increase for super unlesded RFG — a 23 percent increase for r^ular unleaded 
RFC and a 16 percent Increase tat super unleaded RFG. 

Clearly, the real world experience of the marketplace has eclipsed the theories of 
EPA. Rsther a four cent per gallon increase, the nation's consumers are paying be- 
tween eight and twelve cents more per gallon under the RFG and anti-dumping pro- 



IV. ADDmONAL FACTORS CAUSINO DISRUPnON IN THE OASOLINE DISTRIBUTION SYCTEH 

A combination of ill-considered ta misguided actions by Congress, EPA and var- 
ious states have «xaceri}ated the problems caused by the implementation of the RFG 
program for the gascdine distzibution system. 

A. Congrtai Prevent* EPA From EruUng The Diaerimination Agairut OasoUne Itn- 
porU 

Althou^ the final RFG rule issued by EPA in February 1994 held gasoline pto- 
duced by foreign refiners to a difibrent, more stringent standard than gasoline pro- 
duced by domestie refinera, EPA sou^t in May 1994 to correct this situation par- 
tially by issuing a proposed rule to level tiis playing field between domestic and for- 
eign refiners. In &ptember, however. Congress adopted an amendment to the FY 
1^ VA/HUD appropriationa bill Uiat prohibited EPA bom finalizing the propooed 
rule. As a rasult, the discrimination s^nst imported gasoUne remained in the final 
RFG rule, resulting in the decrease in imports outlined above. 
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R 'Opt-Outt' CauM TwTnoU In Metrkett 

Tba final RFO rule wu published in Februaiy 1994, giving the domestic petro- 
leum industry less than ten months to prepare for the advent of the RFO ana anti- 
diunpiog pronams. Despite this almost unposdhle lame ftame, the petroleum indua- 
tar leapntdM with an alnioat Herculean efibrt during 1994 and began to ship 
batches of RPG from its refinerlei in October— well befbre the start of the RFO pro- 
gran on December 1, 1994. As of the fall of 1994, it appeared that the RFG program 
woold bwin on schedule end with msoline supplies tnat speared to be adequate. 

Tblm attuetion dianged dnunaticiuly in late November and December whui the 
« of Pennsjrhwnia, New York, and Maine petitioned EPA to remove certain 



eountiea in their states from the RFO program, lliasa state afBdals were responding 
to consumer concerns that gaaollne prices would rise precipitously in RFO areas. 

EPA sranted these requests on an expedited basis, despite the foct that the (Sfo- 
Une refining tmd maritetlng industries nad worked for over a year to supply KFO 
to these areas of the count^ Aa a result, marketers In these states were left with 
supplies of more expensive aFO in their bulk and retail storage tanks that they 
could onlv sdl at conventional gasoline prices. One need only look at the public re- 
ptaisof the eaminsB of the mqjor petroleum refiners serving the Northeast to deter- 
mine the impact of this EPA reversal on the operations of these refinen — virtually 
to a company, substantial losses were reportea for the three month period in ques- 
tion. 

Interestingly, the withdrawal of these counties frvm the RFO program may have 
poatponed the RFG n^ply crisis that la only now taldns shape. By permitting tiiese 
counties to exit the program, EPA reduced the demand Tor RFG considerabW during 
the earl; months of^the RFC program, thereby mssking uny supply short&Ils that 
may have resulted fivm the destruction of the distribuoon system's ftinf^bility and 
tike diaoiniination against foreign refiners. Only now, as gasoline demand increases 
tm the summer driving season, might the true impact of the RFG program be (bit 
by consumen throng spot shortages and higher pump prices. 

fSxnn SICMA's point of view, EPA's actions in ^«nting these "opt-outs" on an ex- 
pedited basis was misguided. Rather than recognizing unat the peboleum ma^ets 
needed time to adjust to the new distribution i>attems and to clear Oie system of 
RFO in the affected areas, EPA bowed to political pressure and granted the gov- 
ernors' petitions almost immediately. In the name or political expediency, EPA cost 
gasoline refiners and marketers tens of millions of dollars in losses and undermined 
any faith the industry may have hed in EPA's commitment to a smooth implementa- 
tion of the RFG program. 

C. Witcoruin'a Request For Suspension of the RFG Program in Milwaukee Area 
EPA's response to the request inaa the eoyemor of Wisconsin to suspend the RFG 

program in the Milwaukee area due to public concerns about the health and engine 
penormance programs associated with RFO was equally unsatiafbctor;. Due to the 
fact that Milwaukee is, under the Clean Air Act, a mandatory RFG area, EPA had 
DO choice but to turn down the governor's request. However, at the same time, EPA 
indicated in a letter to the governor that the Afwncy would coll on the petrueum 
industry *to provide an alteniate choice of gasoline at limited locations in Milwau- 
kee" while EPA considered Wisconsin's susp^islon request* 

The clear Import of this section of the EPA letter was to shift the burden for de- 
fending the sale of RFG in Milwaukee from the EPA and Congress, which had man- 
dated ita sale in the area, to marketers in the area. By responding to Governor 
Thompson in this manner, EPA lelt marketers exposed to pubhc criticism for failing 
to market an appropriate "alternate fuel," when in fact these marketers were re- 
quired, under potential penaltiea of up to $25,000 pei- day, to market only RFG in 
ue Milwaukee area. This abdication of responsibili^ on EPA's part was and is inde- 
fensible. 

D. State Actions on Fuels Further Disrupt Simply and Markete 

In addition to these congressional and EPA actions, the actions of several states 
have added to the turmoil in the gasoline marketa over the past year. For example, 
Qemgia and Itfissouri have mandated that sub-Raid Vapor Preesure ("RVF") gaao- 
Itnes be sold In Atlanta and St Louis, respectively, to address ozone problems in 
these dties. These states have adopted these sub-RVP requirements to avoid adopt- 
ing &e RFO program. Ihese are the only areas of the countrjr that have adopted 
these sub-RVP mandates, necessitating the production of special brands of gasoline 
to be marketed in these areas only. 
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itM oxytcenated fUels season by two months and would end the oxygmated fuels sea- 
son on Harcb 1. Again, EPA granted this request immediately, despite the fact that 
gasoline nuu4ceters in New Jersey had locked in supply contracts for oiygenated 
gasoline throu^ the end of April. The result: these gastdine marketers were left 
with mne expensive o^genata gasoline that they were forced to either divert to 
other tnaritets with a longer oxygenated gasoline season or sell at non-oqrgenated 
fbel prices. 

As a result of New Jersey's actions, the osygenated fuels seasons in Connecticut, 
New York, and New Jersey now all operate on different schedules, despite the fact 
that all of these markets generaUy are supplied from one locatioii — the New York 
Harbor. For gasoline maiketers, this situation is untenable, as they must segregate 
difforent bat&es of gasoline for specific markets, reducing the flmgibility of supply 
and increasing the costs to consumers. 

V. SIQUA'S BSCOHHENDATIONS TO THE SUBCOtaOTTEE 

During its consideration of the implementation of the RFQ program in particular, 
and the Clean Air Act in general, SIGMA respectfully asks the Subcommittee to 
cwisider the following issuee. 
A R^>eal the Clean Air Act's Phase II EFO Mandate 

Stsrting in the year 2000, refiners will be required, under Section 211(k) of the 
Clean Air Act, to further reduce emissions fi-om their SFG under Phase II of the 
RFG program. The domestic refining industry spent over $10 billion preparing fbr 
Phase 1 of the RFG procram and mil be forced to spend at least that amount to 
achieve the emisslonB reductions mandated by Phase U. 

American consumera have reacted n<«atlvely to the implementation of Phase I of 
the RFG program, and ui>doubtedly will react even more unfavorably when the price 
increases associated with Phase II of the program are felt. SIGMA urges Congress 
to consider repealing the Phase II RFG pn^nun at the eariiest possible date, both 
to avoid the mcreased fiiel costs this program will visit on the average consumer 
and to prevent refiners from undertaking the expensive upgrades that will be neo- 
eaaary to produce this Phase U RFG. 

B. Return Fuel Regulation to the Federal Level and Direct SPA to Adopt a Reaaon- 
able Policy onFuela Progmm Changei 

The duel regulation of motor fhels at the state and federal levels of government 
results in unnecessary complexity and confusion in the fiiels marketa. SKiMA urges 
Congress to reclaim the r^ulabon of gasoline as a federal issue due to its impact 
on interstate commerce. 

SIGMA also urges Congress to direct EPA to adopt a reasonable foliey to respond 
to state reqtiesta to mod^ the scope or duration of a federal fUels program, ^lere 
should be a minimum of three months, and preferably six months, between the date 
that EPA grants a state's request for a mooification of its status under a fiiels pro- 
gram and the date that the modification becomes effective. EPA's current ad-hoe 



C. Corurcsf Should Not Reneio The Funding Ban On The Foreign Refiner Ba»etin« 

SIGMA also ui^es Congress not to renew the ■Triiif'"g provision which prohibits 
EPA firom finalizing the Agency's proposed rule to esse the disoiminatory compli- 
ance burden on foreign refiners undw the RFG program. Congress has witnessed 
the efiect of this provision on the lev^ of imports of gasdine under the RFG pro- 
gram and on the price consumers must pay for this gasoline, llie [vobilxtion should 
be permitted to lapse so that EPA may finalize the rule and permit imported gaso- 
line to move freely across intenutionBl borders in response to dranand and price 
considerations, not discriminatory governmental regulation. 

VL CONCLUSION 

SIGMA is not satisfied with the Implementation of the RFG program. Actions by 
Congrees, EPA, and the states have needlessly campliGated an alrMdy difficult pre- 
mm implementation process. SIGMA urges the Subcommittee, during its examlna- 
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r coiuolidatlng tba n^iulation of flieb at the f«d«ral l«vel of govon* 
SIGQU BreroeUtM th« c^portuni^ to praaont Its views of theoe iuueB. 



I would like to take thla oroortunl^ to thank Subcommittee Chairman Joe Bart(»i 
and tlie othar mamban ot toa House Subcommittee on OveraiiJit and InveatJgatJone 
fyt the qtpertunl^ to ai^mit the fbUmring teetlmanjr nganUngwoblems aaiodated 
witti the uae of refivmulated gasoline (RFG) in aoutheastero Wisconsin. Uj taati- 
nunj Ibllows the bri^ res p o n se ot an Environmaital ProtedioB Agenqr (EPA) offi- 
dal to my qusatkna to EPA Adminlatret(»r BrownM* after her February 9, 1996, tee- 
tlnMHV be&e tiia Cnnmarce Committee (see attadmwnt 1). Unfortunately, due to 
• adiednling mmiftM^ i gxa unable to attMid today's hearing. 

Tlie Clean Air Aet Amendments of 1990 (CAAU mandate the sale of reformulated 
fbd in nine senra non-attainment areaa in the United States, indudinfc southeast- 
am WacoDiin. The CAAA reouired the sale of reformulated fiiel to begin in the >e- 
v«n non-attainment areoa anw January 1, 1995. Since January 1, public outci; 
■gainst the fimed use of reformulated fliel has been tzemendous. 

After recd'rina manr constituent complaints, I requested EPA Administrator 
Brownn eatabliin a toll-free hotline tbr consumers to report concerns regarding the 
uaa of rdiinnulated AieL The hotline recdvad over 2,<MX) calls in an eig^t day podod 
and appnudmately 6,000 idume calls to date. In additiMi, 400 aoery residents at- 
tended a public hearmg held by the U.S. EPA on Pdiruary 21, 1996, in Kfflwaukae, 
Wiaeonain. ^m overflow crowd was promised a second hraring the following iay to 
acco mm odate over 300 attendees who were turned awey due to inadequate seating 
[aea attadmiMit 2]. Unfortunately, EPA ofBcials foiled to keep their word and 
■bivQitly canceled the second pubhc hearing. Sefbrmulatad fUel continues te be tiw 
■uUect of frequent media attention. 

Oimplainte regarding reformulated fliel focua on health problems, poor fUel econ- 
omy, aikd engine performance problems. In addition, I believe public safety is at risk 
'mists attempt to avoid the purchase of reformulated fUel by purchasing fUel 
is not covered by the reformulated fbel requirement and then transportuig it 
■cross coun^ lines. 

EPA ackiiowledges a lack of scientific evidence about the safety of o^genetes 
when mixed with other compounds found in gasoline, EPA states in a December 
1994 report, Health Risk Ptrapectiuea on Fuel Oxy^naiet, Th ere is a significant 
amount of health infonnation about Methyltertiary-butyl ether (MTBE), but ven lit- 
tle information on its etfocte in combustion ex evaporative mixtures with gasoune.* 
^le report concludes by reassuring the reader that although the risks associated 
wiili reformulated fuel are unknown, "the worid is replete witii ever-present risks 
rani^ng from the rather obvious, such as car acddents " 

I am pleased the Health E&ecte Institute, an independent health resear^ organi- 
xalim lus agreed to complete a review of all n^tMn^ date on health eSecte r^ted 
*o oxyoenatee prior to the beginning of the 1996 winter oxygenated fuels program. 

lodciorwar" ' '" "' — '^-'" •*'-- 



I lode Torward to reviewing ueir fL. _ _ 

Tb» EPA Gtonrieted a study directed oy the Wisconsin Department of Health and 
Social Sovices (DHSS) which surveyed a random sample of 1600 persons in the Mil- 
wuikee non-attainment area, Wisconsin areas outside litn non-attainment area, and 
Chicago, and asked a series of health related questions regarding their aq>enenca 
with RPG. Twenty-lhree percent of respondente in Milwaukee repeated experiencing 
unusual qrmptoms since November, 1994. However, Qte repMt concluded, 
'. . . foctMV. other than RFG use, significantly contributed to the differences in syiw- 
tom prevalence between Milwaukee and the other two areas studied.* An EPA offi- 
cial oiamissed tiie hidi incidence of health complainU in MUwaukee by steting they 
were most likely explained by a "media eSeet". 1 await the resulte of a second atu^ 
dincted by the Wisconsin DHSS which will follow-up the Individual complainte re- 
ceded bv the RFC hotUoe, 

Mr. Cnairman, I don't take comfort in knowing other dangers exist and I doot 
^jiwniM my constituente fears and eoncems so easily. My oonstituento aren't satis- 
fied either. It seems incomprehensible that the fodco^ government wotild continue 
to mandate repeated exposure to a chemical mixture which has generated so many 
health complainte while we se^ to answer thaee mieslions. It is disgraceflil that 
tbeee provisions— intended to protect public bealut— are being enfinved despite 
thousands of citizen complainte t^t reformulated fUel is actually harming their 
health. 
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Tb9 WMonain Department of Natural Retourcet and the U.S. EPA conducted an 
on-road Btudy of the fliel aconon^ of reformulated gaMdme. Tlie March, 1996, study 
was conducted in response to consumer concmns that RFC sold in the Milwaukee 
area was reeponsibde &r lar^e reductions in motor vehicle fliel economr— larger 
than the 2-3% reduction predicted bf previous studies. The studh^s Executive Sum- 
mary states. The averageof 24ftieleconoiOT compariaonaofRF&toMrdlnaiygaso- 
liiie was a 2.6 potent radudion in milea/gallon mum uring RFO." It continues, "A 
large amount in variaUliW is inhoent in fUel economy measurements. Sources of 
this vBiiabili^ include difterences inpersonal driving habits, weather (temiwrature, 
wind efbcts and precipitation), toame patterns (e.g., rush hour verses midday or 
weekends and hignway driving veraee city driving), the temperature effect on fliel 
volumes when pumping tit» fiiel, and changes in tire pressure. 

The Executive Summary continues, "...wintertime driving results in large de- 
creases in fuel economy when compared to other tines of the year. lUs is due to 
less dense (and lower energy content) wintertime fliels (that evaporate easily to fo- 
dlitate cold starts), more stop and go driving in the winter, more friction between 
vehicle mechanical parts, idling to beat up tAe vehicle prior to a trip, poor road con- 
ditions, a greater powo' load on the engme due to heating up the vehicle prior to 
a trip, poor road conditions, a greater power load on the engine due to beating and 
defrMting, and richer fiiel/air mixtures." Consistent with reports from Wisconsin 
residents, the Executive Summary concluded, ". . . eaeh one of these variablea eon 
have a profound effect on mUeage and the differences combined can account for as 
much as a 36 to 40 percent difierenee in expected fiiel econtnny." 

Since January 1, my town hall meetings and office hours have turned into forums 
fbr individuals to exhibit thdr blown-out pistons from their small, two-stroke en- 
einss. I frequently encounter mechanics and consumers who have been given con- 
ffadlctoiy or insufficient information to make educated dedsions regarding the safe- 
ty of using RFG in their boat moters, lawn mowers, and snow-hlowers. In addition, 
motorists often express fhistration uiat they are unsure if RFG is safe for their 
automobiles and have experienced difficult identi^dng the type of RFG sold at a 
particular retail location. 

I maintain additional information should have been provided to consumers in ad- 
vance of implementing the RFG provisions of the CAAA and more needs to be done 



today. More needs tone done to uiform consumers about engine performance Issues 
and all steps that can be taken to prevent engine problems. Unless consumers can 
be assured RFG will not harm their engines or necessitate expensive engine modi- 



fieationa, I urge the Ccnnmittee to allow liinlted amounts of conventional fiiel to be 
sold in non-attainment areas tar use in small, two-stroke engines. 

Since not all of soutiieaatem Wisconsin is mandated to use refivmulated fiiel, 
RFG requirements have created a dangerous practice of "border-hoppins' to dMain 
conventional ftiel outaide the non-attainment area and economic hardships or wind- 
falls depending on which side of the non-attainment bnder an individual does buai* 
ness. I nave heard many first-hand accounts about individuals drtaining twen^-or- 
so gallons of conventional fliel outside of the non-attainment area and driving it 
back to tha non-attainment area. In my opinion, the bOTder-hopplng situation is a 
tragedy waiting to happen if one of these v^icles is involved m an acddent To 
date, lam unaware of aiqr aoioua inddrate, howevor, the safety of Wsconsin rssi- 
dents should be a primaiy concern fbr all public offidala. 

The issue of border-bopping also has serious economic impllcationB for individuals, 
as well as small businsss owners. Gas stations outside of the severe non-attainment 
area which are not required to sell reformulatad fUel are thriving, while gas stations 
that are required to sell only reformulated fiiel are going out df business. (I have 
been informed some individuals' business is down over 36%). 

file CAAA requirements have aibitnrilv davaatatad small family businesses <v 
created financial wind&lla depending on which dde of the counhr Una a small busi- 
nsss is locsted. Surely, Congress did not f brease the puUic's r^ectim d RFO and 
the economic winnov and loaen which would be randomly created by government 
regulations instead of honest, hard-wta^ 

One issue which raises concern is the pranise underlying the CAAA that ateaa 
in which hi^ oione concentrationa are tbund can umta osone levels by Hm)t<ng 
amissions sbictly within the non^ttalnment area. I have serious doubta that air 
standards in soutiieastem Wisoonain will ever be attainable by any definition of 
"reasonable measures" because of the iaaue rf oiona tranaport. Osons transport was 
po^fy understood when CAAA pasaed. A basic undeipinnuig of this Act is liM baliaf 
that ttsena raalrictions should be placed in regions where nigh levels of oione are 
found, based on the assun^tlMi that amission reduetiona in ue Immediate area will 
reduea osona levels in tiie non-attainment area. Recent modds 1^ the Wsconain De- 
partment of Natural Reaourcaa refiite this clslm and danonslrate it will be difficult 



,y Google 



. . , ^ Stu^ea have shown air partlculateB 

m Wlaconrin orlgiiMted hundroda of tnilea awaj. 

I am vtrj toacmioad about the air quall^ in MMithaaatam WiaecaMa. Howavor I 
also bdicnra ConmM hu a reaponalbiUty to enaura CAAA ia baaed on food adence. 
I ai^part addioHia] raeatrch nlatod to Hn long-range tranaptvt to tiopospberic 
oione and Um pnamen tnr EPA. I believe EPA should conduct appropriate reaeareh 
in cotmiltation with the ffational Beaeardi CoundTt Board on Environmental Stud- 
ies and Tedmology and the sfEected states to preduce a report addreaaing the efibcts 
of long-range transport (f oxone and Ito precursors. The report ihoula also laves- 
tigato alternative national-scale oione control strategies to help uittan areas attain 
theNatitaal Ambiant Air Quoli^ Standard tot oiona. 

I requested EPA suspend r(«uIatlons pendiiu completion of conqirefaensive engine 
MifiinMiiea or health atudlaa on refbnnulataa fbel azponira. I was and continue to 
be outraged that EPA Adtniidatrator Bro>wnar reacted my and Wistonain Ooventor 
Tomaa ThompacRi's reinuat that EPA regulations implementing the CAAA be sus- 
pwidaa until naslth a&d parfimnanca problema rdating to refbimulated gas are an- 
swered (see attodunent 3). I regret the Administrator &iled to protect tiie health 
and pruvarty of VRsconsin dtiaans. 

This Clean Air Act raeognliaa the need to reduce the sources of air pollution. How- 
avor, ws muat be certain that the r^ulatlons Imftonenting the Act are Mproprlato, 
and do not oidanger public health and saftty. Althou^ oontnlHd ituatM on the 
health afEMta of oiyganatad fluls oKist, and soma have bean completad, it is impoi^ 
tant wa not Lraora the raal lift e^Mtiencea of WaeoDBin dtisens. 

I think BpX offldols should have respected the request bj the Govemw of Ms- 
coaafn to susMud the rritmnulated Aim raqulnmeBt As jou are awora, sevwal 
piecea at legislaHon have been Inbodooed in the House ttbia would suspend ae re- 
peal flia rttwmulated gas raquirem«itS|aniM)g other thinn. I wiU continua to sup- 
port measurss to repeal or suspoid tiie EPA mandate reqmring tiie aole of refiumu- 
Utod AmI in southsostsm Wlaetmsin. 

T my thi PmwmW** tit mntmnA th» fB— « Atf AM Aw«u1wiMit. nf IQOfI to »iH 
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Honorabl* F. Jan«B S«ns*nbrenn«r, Jr. 
U.S. HousB of Rapresentatives 
Washington, D.C. 30515 

Dear congresstian Sansenbranner: 

Thank you for your leHers of January 2G, 1995, February 2, 
1995, and February 7, 1995, ragardlng ths r« formula ted gasoline 
(REG) program. In your latter of January 2G, you expressed 
concern that RFG is causing danags Co small and two'stroke 
engines, and requested that the Environmental Protection Agency 
(EPA) exempt these engines from the RFC regulations. In your 
letters of February 1 and February 7. you requested that EPA 
establish a hotline far individuals to report health and engine 
performance problems associated with the use of RFC, and that EPA 
provide you with a report detailing how epa will respond to 
concerns expressed by individuals who have utilized the hot-line. 

As you know, on February 10, 1995, Governor Thompson 
requested that EPA temporarily suspend the mandated sale of REG 
in Southeast Wisconsin until April 1, 1995, and conduct studies 
on the health effects of RFC in Wisconsin. On February 24, 1995, 
in response to the ■Governor's letter. Administrator Browner 
outlined several measures that EPA is undertaking to address the 
concerns raised by the citizens of Wisconsin regarding the use of 
RFG including steps taken to address individuals with BOtor 
vehicle performance or saall engine concerns. A copy of that 
latter is enclosed. 

As you are aware, in response to your request tor a hotline 
number, we have established a hotline (or calls fron states - 
located within EPA's Region V boundaries, which Includes 
Wisconsin, Illinois, Indiana, Ohio and Michigan. That number is 
l-aDO-21-8431. Also, the American Petroleum Institute (API) has 
a national hotline for calls concerning RFG. The API hotline 

number is 1-800-468-6734. 

EPA is in the process of implementing Che measures outlined 
in Administrator Browner s letter to Oovernor Thompson, including 
working with state health officials, Che American Automobile 
Manufacturers Association (AAHA) , and API to respond Co specific 
calls received on the hotline We have referred the beeltli 
related complaints directly to the state health department for 
Inwdlate rasponso, and have provided the health department with 
a copy of all of the complaints we have logged in. 

We will continue to keep you intorssd of further efforts and 
developments es we move forward jointly with the Wisconsin state 
officials and others to investigate the concerns raised in 
Wisconsin. 

If you have any questions concerning this aatter, please 
contact Mary T. SMitb, Director, Field Operations and Support 

Division, at (202) 233-9000. 

Sincerely, 



>blle 
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Th« Honorsbt* T may 6. Thompson 

Covarnor 

State oC Wisconsin 

Madison, HI S3707 ' 

Daar Covsrnor Thoapson: 

Ratornulatad qasollns is ons at tha Bost cost sCCactiva 
progroBs ever created to reduce haraful air pollution. Ovsr eighty 
Billion people now enjoy its health and environsantal banatits, 
including reduce ion a in snog, carbon Bonoxide pollution end 
exposure to toxic chealcals such as beniene. I know that you share 
ny comBitnant to providing the benefits of this clsansr gasoline to 
the people of Wisconsin. 

Despite Che success of this proqraa across the country, soae 
Nilwaukaa residents have registered complaints about the us« of 
reforaulated gasoline. It is passible that unique conditions In 
the area, including fuel quality and weather patterns, way account 
for concerns being raised about headaches and other health effects, 
vehicle perforBance problens^^'and reduced gas Bileage associated 
with the use at oxyqeneCe 'additives . As AdHinistrator at the 
Environmental Protection Agency, I take these concerns very 
seriously and will continue to work with the State of Hisconsln, 
its Congressional delegation and the fuels industry to tully 
inveatigate and proBptly resolve thess issues. 

I take seriously your request to suspend the reforaulated 
gasoline program until April 1, 1995. I heve diecussBd with the 
fuels industry the potential effectiveness of a suspension. 
Industry leaders have stated Chat given the large aaount of 
gesoline with the oxygenate additive already In the distribution 
system, they would not be able to suspend its sale without 
substantial price incraaees and disruption of supply. Therefore, 
I believe that a suspension would not be adequate at this time to 
address the concerns of the citizens of Kilwaukaa. 



Eii:±£, I have called on the oil Industry to work with th^ir 
suppliers to innediately provide clearly visible gasoline pump 
labels that give the public the tacts necessary to make informed 
individual choicea about oxygenate additives and which gasaline to 

Second . I have called on and will work with the ail industry 
to provide an alternate choice of gasoline et limited locations in 
Milwaukee while we cooplete our investigation and respond to all of 
the concerns that have been raised, 

XhiXdi EPA will provide financial support for and pxrtieipate 
Hith the Wisconsin Oepartssnt of Health and Social Services and the 
Centers tor Disease Control and Prevwition In an evaluation o' all 
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health coaplaints related to the uaa of oxyganatod addicivas 
received fron Hilwauka* area resldenta. In. addition, I have called. ■ 
on the Health Effects Inetltute, a leading Independent" healtb 
research orqanitatlon, to conduct a review of all existing data on 
health effects related to the use of the oxygenated fuel additives. 

rourtt^ r EPA will work jointly with state and local agencies to 
investigate possible reduced fuel efficiency due to the use ot 
oxygenated additives. The investigation will include analysis 
using Wisconsin vehicles in actual road tests. Ne will coaplete 
this investigation within 90 days. 

Fifth . EPA will ask that the pstroleun industry respond to 
public concern over any potential link between the use of 
oxygenated additives and decreased engine perfomance by 
establishing a toll-free number to answer Inquiries about engine 
perfomance; sponsor workshops for nechanics in the Milwaukee area; 
and establish convenient assistance centers for Individuals with 
■otor vehicle perfor>ance or snail engine concerns. _ 

Sixth . EPA will expedite analysis of recant randoa retail fuel 
sa«ples taken in Milwaukee. EPA will continue to closely monitor 
fuel guality In the area. As part of our investigation of consumer 
complaints, we are examining information received regarding 
' location, quantity and grade of gasoline purchased to determine If 
there is any pattern. 

FlnaU Yf EPA has formally requested that the Antitrust 
Division of the United States Department of Justice Investigate 
fuel price increases experienced in the Milwaukee area above those 
found elsewhere since the Introduction of reformulated gasoline. 

I look forward to continuing our efforta with Hleconsin to 
ensure that the people of Milwaukee receive all of the benefits of 
our common efforts to reduce air pollution and fully protect the 
public health. 



Carol N. Browner 
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